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STATE OF CALIPORNIA
DEPARTMENT OF WATER RESOURCES

CONTRACT
BETWEEN THE STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES AND
SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT
FOR A WATER SUPPLY

THIS CONTRACT, made this 30th day of December, 1960,
pursuant to the provisiona of the California Water Resources
Development Bond Act, the State Central Valley Project Act, and
other applicable laws of the State of California, between the
3tate of California, acting by and through 1ts Department of Water
Resources, herein referred to as the "State”, and San Bernardino
Valley Municipal Water District, a public agency in the State of
California, duly organized, existing, and acting pursuant to the
laws thereof with its principal place of business in San Bernardino,
California, herein referred to as the "District”,

WITNESSETH, That:

WHEREAS, the State 1s authorized to construct and operate
facllities for the storage and conveyance of water, certain of which
facilitles will make water avallable to the Distriot; and

WHEREAS, funds will be provided under the California
Water Resources Development Bond Act for the construction of sald
facllities; and

WHEREAS, the District is desirous of obtaining z supply
of water from the State;

NOW THEREFORE, it 1s mutually agreed as follows:



A. INTRODUCTORY PROVISIONS
1, Definitions. When used in this contract, the fol-
lowing terms shall have the meanings hereinafter set forth:
(a) "Bond Act" shall mean the California Water

Resources Development Bond Act, comprising Chapter 8, commencing
at Section 12930, of Part & of Division 6 of the Water Code, a3
enacted in Chapter 1762 of the Statutes of 1959.

(b) "System" shall mean the State Water Resources
Development Syatem as defined in Section 12931 of the Water Code,

{¢) "Delta" shall mean the Sacramento-San Joaquin
Delta as defined in Sectlion 12220 of the Water Code on the date of
approval of the Bond Act by the voters of the State of Callfornia,

(d) "Contractor” shall mean any entity contracting
with the State for a dependable supply of water made avallable by
the System, except such water as is made available by the facil-~
ities specified in Section 12934(d)(6) of the Water Code.

(e} "Project facilities” shall mean those facll-

ities of the System which will, in whole or in part, serve the
purposes of this contract by conserving water and making i1t avail-
able for use in and above the Delta and for export from the Delta,
and by conveying water to the District. Said preoject facilitles
shall consist specifically of "project conservation facilities"
and "project transportation facilities", as hereinafter defined.

(f) "Project conservation facilities” shall mean

such project facilities as are presently included, or as may be

added in the future, under (g) and (h) below,

-1/1-



10

{g) "Initial project conservation facilities”
ahall mean the following project facilitles specified in Section
12934(d) of the Water Code:

{1) All those facilities specified in sub-
paragraph (1) thereof,

{2) Those factilities specified in subpara-
graph (3) thereof to the extent that they serve the purposes of
water conservation in the Delta, water supply in the Delta, and
transfer of water across the Delta.

{3) A reservoir near Los Banos in Merced
County as specified in subparagraph (2} thereof.

(4) The reach of the San Joaquin Valley-
Southern California Aqueduct extending from the Delta to a
réservoir near Los Banos in Merced County, to the extent re-
quired for water conservation through conveyance of water di-
verted from the Delta to offstream storage in saild reservoir as
determined by the State,

{5) Those Facilitles specified in subpara-
graph (5) thereof which are incidental to the facilitles in-
cluded under (1), (2), (3}, and {4) above.

{(6) Those facilities specified in subpara-
graph {7) thereof which are necessary and appurtenant to the
facilities included under {1), {2), (3), (4), and (5) above.

{n) "Additional project conservation facilities"

shall mean those project facllities provided for in Section 12938

of the Water Code which will serve the purpose of preventing
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any reduction in the minimum project yleld, as hereinafter defined,
below the total of the maximum annual entitlements of all contractors.

(1) "Project transportation facilities" shall mean

the following project facllities specified in Sectlon 12934(d) of
the Water Code:

{1} All those facilities specified in subpara-
graph (2) thereof except: The reservolr near Los Banos in Merced
County; the reach of the San Jocaquln Valley-Southern California
Aqueduct extending from the Delta to tﬁe reservolr near Los Banos
in Merzed County, to the extent required for water conservation as
determined by the State; the North Bay Aqueduct extending to & ter-
minal reserveir in Marin County; the Scuth Bay Ajueduct extending
to terminal reservolrs in the Countlies of Alameda and Santa Clara;
the Pacheco Pass Tunnel Agueduct extending from a reservoir near
Los Banos in Merced County %o a terminus in Pacheco Creek in Santa
Clara County; the Coastal Aqueduct beginning on the San Joaquin
Valley-Southern California Aqueduct in the wvieinity of Avenal,
Kings County, and extending to a terminus at the Santa Maria River;
and the West Branch Aqueduct extending from the South Portal of the
Tehachapl Tunnels to a terminua in the vieinlty of Newhall,

Los Angeles County.

(2) Those facilities specified in subparagraph (5)
therecf which are incidental to the facilities included under (1)
above.

{3) Those facilities specified in subparagraph (7)
thereof which are necessary and appurtenant to the facilities

included under {1} and {2} above.
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{4) "East Branch Aqueduct" shall mean that portion

of the San Joaquin Valley-Southern Californla Aqueduct specified
in Section 12934(d)(2) of the Water Code extending from the South
Portal of the Tehachapi Tunnels to & terminus in the vicinity of
Perris, Riverside County.

(k} "Project water" shall mean water made avallable
for delivery to the cantractors by the project comnservation facillties
and the transportation facilities included in the System.

(1) "Minpmum project yield" shall mean the depend-
able annual supply of project water to be made available, estimated
to be 4,000,000 acre-feet per year, said amount to be determined
by the State on the basia of coordinated operation studles of
initial project conservation facilities and additional project
conservation facllities, which studles shall be based upon:

(1) The estimated relative proporticn of
deliveriea for agricultural use to dellverles for municipal use
for the year 1990, and the charscteristic distributions of demands
for these two uses throughout the year,

{2) An allowable reduction in the agricultural
use portion of the minimum project yield, due to drought, of not
to exceed fifty percent {50%) in any one year, nor a total of
one hundred percent (100%) of one year's supply in any serles of
seven consecutive years,

(3) Agreements now in effect or as hereafter
amended or supplemented between the State and the Unlted States
and others regarding the diversion or utilization of waters of

the Delta or streams tributary thereto,
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(m) "Annual entitlement” shall mean the amount

of projest water to be made avallable to a contracter durlng the
respective year, at the delivery structures provided for such
contractor, under the terma of 1ts contract with the 3Jtate.

{n) “Maximum annual entitlement" shall mean the
maximum amount of project water to be made avallable to a con-
tractor 1n any one year, at tﬁe delivery structures provided for
such contractor, under the terms of its contract with the 3tate.

(o) "Supplemental conservation facilities" shall

mean those facilities provided for in Section 12938 of the Water
Code which will serve the purpose of supplying water 1n addition
to the total of the maximum annual entitlements of all contractors,
or in addition to the minimum project yield, if greater than said
totael, and for meeting local needs,

{p) "Supplemantal water" shall mean water made

available by supplemental conservation facilitles, in excess of
the total of the maximum annual entitlements of all contractors,
or in excess of the minimum project yield, if greater than sald
total.

(q) "Year" shall mean the 12-month period from
January 1 through December 31, both dates incluspive,

" shall mean

(r) "Year of initial water delivery
the year when project water will first be available for delivery
te a contractor pursuant to its contract with the State,

(s} "Project interest rate" shall mean the

welghted average of the interest rates paid by the 3tate on bonds

issued under the Bond Act without regard to any premiums received

-1/5-
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on the sale thereof. Until btonds are 1lssued and scold under the
Bond Act, the project interest rate shall be four percent (4%) per
annum, and after sald bonds have been issued sald rate shall be
computed as a decimal fraction to five places.

(t) "Capital costs" shall mesn all costs incurred
subsequent to authorization of a facility for constructlon by the
Leglslature or by administrative actlon pursuant to Sectioh 11290
of the Water Code and to the Bond Act, including those so incurred
prior to the beginning of the project repsyment period as herein
defined and any accrued unpald interest charges thereon at the
rates specifled herein, which are properly chargeable to the
conatruction of and the furnishing of equipment for the facilitles
of the System, inecluding the costs of surveys, engineering
studies, exploratory work, designs, preparation of construction
plans and specifications, acquisition of landa, easements and
rights-of-way, relocation work, and essential administrative
work in connection therewith, all as shown upon the officlal
records of the Department of Water Resources,

(u} "Project revenues” shall mean revenues derived

from the service of proJject water to contractors and others, and
from the sale or other disposal ef electrical energy generated
in connection with operation of project facllities,

(v) "Project repayment pericd" shall mean that

periocd of years commencing on the first day of the year whilch
immediately follows the year in which the State, after approval

of the Bond Act by the voters of the State of Californla, first
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expends meney for construction of any facility of the System, and
extending until all bonds secured by the pledge of revenues pro-
vided for by the Bond Act nave been repaid,

(w) "Municipal uge" shall mean all those uses of
water common to the municipal water supply of a city, town, or
other similar population group, including uses for domestic pur-
poses, uses for the purposes of commerce, trade or industry, and
any other use incildental thereto for any beneficial purpose.

(x} "Manufacturing use” shall mean any use of

water primarily in the production of finished goods for market.
(y} "Agricultural use" shall mean any use of
vater primarily in the production of plant crops or lilvestock
for market, including any uae incidental thereto for domestiec or
stock-walering purpcases,
(z) "SubJect to approval by the State” shall

mean subject to the determination and judgment of the State as to
acceptability.

(aa) "Area of origin statutes" shall mean Section
10505 and Sections 11460 through 11463 of the Water Code as new

existing or hereafter amended.

-1/7-
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2. Term of Contract. Thls contract shall become fully

effactive on the ninety-first (91lst) day after the adjournment of
the 1961 Regular Session of the State Legislature and shall remaln
in effect throughout the entire project repayment periocd, or for
seventy-five (75) years from said effective date, whichever period
is longer: Provided, That if, by any legislative procesas initiated
during sald seasion of the Legislature, there is enacted into law
any legislation which 1s inconsistent with any of the terms and
conditlons of thla contract or which would require changes therein,
this contract shall be subject to such legislation and thereupon
shall become vold and shall be of no further force or effect unless

the District, within a period of one hundred eighty {180} days after

" the effective date of such legislation agrees to and executes

appropriate amendments incorporating neceesary modifications in this
contract consistent with sueh legislation: Provided further, That

unless otherwise specifically directed by the Legislature, Article
17{(d) of this contract, limiting the sale of bonds and expenditure of
funds under the authority of the Bond Act, shall not be so modified:

Provided further, That no bonds shzll be sold nor funds expended

under the authority of the Bond Act untll the explratlion of said
period of one hundred eighty (180) days after the effective date of
auch legislation, except for costs of: (1) surveys, engineering
studies, exploratory work, deslgns, preparation of construction
plans and specifications, acqulaltion of lands, eagements, and
righta-of-way, relocation work, and essentlial administrative work
in connection therewith; (2) construction for which approprlations

thiad been made prior te approval of the Bond Act by the votera of
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the State of California; and (3) construction of facilities
pursuant to an agresement between the State and the United States:

Provided further, That no financial obligation of the District to

the State shall arise or be enforceable hereunder unless and until
the validity of this contract is established by final judgment or

decree of a court of competent Jurisdiction.

-2/2-
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3. Validation. Within one (1) year after the effective
date of this contract, the District shall submis this contract
to a court of competent jurisdiction for determination of its
validity by a proceeding in mandamus or other appropriate proceed-
ing or action, which proceeding or action shall be dilligently
prosecuted to final decree or Jjudgment. In the event that this
econtract is determined to be invalid by such final decree or
Judgnment, the State shall make all reasonable efforts to obtain
validating legislation at the next asession of the Leglslature
empowered to consider such legislation, and within six (&) months
after the c¢lose of such session, if such legislation shall have
been enacted, the District shall submit this contract to a court
of competent Jurisdiction for redetermination of 1its validity by
appropriate proceeding or action, which proceeding or action

shall be dilligently prosecuted to final decree or Jjudgment,
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4, Option for Continued Service. By written notlce to

the State at least six (5) months prior to the expiration of the
term of this contract, the District may elect to recelve continued
service after explration of sald term under the following conditions
unless otherwise agreed to:

(1) Service of water in annual amounts up to and
including the District's maximum annual
entitlement hereunder.

- (2) Service of water at no greater cost to the
District than would have been the case had
this contract continued in effect.

(3) Service of water under the same phyalcal
conditions of service, including time,
place, amount and rate of delivery, as
are provided for hereunder.

(4) Retention of the same chemlcal quality objec-
tive provision as is set forth herein,

(5) Retention of the same options to utilize the
project transportation facllities as are pro-
vided for in Articles 18(b) and 18(c), to the
extent such options are then applicable.

Other terms and conditions of the continued service shall be
reasonable and equitable and shall be mutually agreed upon. In the
event that said terms and conditlons provide for continued service
for a limited number of years only, the District shall have the
same option to receive continued service here provided for upon

the expiration of that and each succeeding pericd of continued

service.
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5. Pledge of Revenues. This contract 18 entered into
for the direct benefit of the holders and owners of all general
obligation bonds issued under the Bond Act, and the income and
revenues derived from this contract are pledged to the purposes

and in the priority set forth in that act.
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B, WATER SERVICE PROVISIONS
6. Annual Entitlements.

(a) The year of initial water delivery to the
Diatrict 1s presently estimated to be 1972, but shall be determined
pursuant to Article 17{a)}. To the extent practicable, the State
shall no%ify the Distriet of any change in this estimate.

(b} Commencing with the year of initial water
delivery to the Distriet, the State each year shall make avaiiable
for delivery to the District the amounts of project water desig-
nated in the following table, which amounts shall be subject to
change as provided for in Article 7{(a) hereof and are referred to
in this contraet as the District's annual entitlements:

TABLE A

ANNUAL ENTITLEMENTS
SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT

Totel Annual Amount

Year . in Acre-feet
1 ' 15,000
2 17,000
R 19,200

21,200
5 23,200
6 25,200
T 27,200
8 29,300
9 31,300
10 33,400
11 . ag ,000
12 £00
13 50,200
14 55,900
15 61,400
16 67,100
h} 72,800
b3 78,400
19 84,100
20 90,000

And each succeeding year
thereafter, for the term
of this contract: 90,000
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{c) Subject to the avallability of funds, the
State shall make 21l reasonable efforts consistent with sound
fiscal policles, reasonable construction schedules, and proper
operating procedures to complete the project facilities necessary
for delivery of project water to the District in such manner and
at such times that said delivery can commence in or before the
year of 1nitlal water delivery to the District, and can continue

in the amounts deaignated in Table A,
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7. Change in Annual Entitlements; Maximum Annual
Entitliement.

{a) The District may, at any time or times during
the term of this contract, by timely written notice furnished to
the State, request that project water be made avellable to it
thereafter in annual amounts greater or less than the annual
entitlements designated in Table A, included 1n Article 6{b).
Subject to approval by the State of any such request, the State's
construction schedule shall be adjusted to the extent necesaary
to satisfy the reguest, and the requested increases or decreases
in sald annual entitlements shall be incorporated in Table A by
amendment thereof: Provided, That ne such change shall be
aﬁproved 1f, in the judgment of the State, it would impair the
financial feasibility of the project facillties.

{b) The maximum amount of project water to be
made avallable to the District in any one year under this con-
tracﬁ shall be 90,000 acre-feet, referred to in thls contract
as the District's maximum annual entitlement, and 1n no event
shall such maximum amount of project water to be made avallable
to the District be increased over this amount, except as is pro-
vided for 1in Articles 8Sand 15(c¢).

{e) 1In the event that the 3tate enters into a
contract with a contractor for aservice of project water to an
area outside the District, whlch area {as shown upon mape marked
Exhibit A and Exhibit B, attached hereto and by express reference
made a part hereof) 13 proposed tc be served by the District with

project water made avallable pursuant to this contract, provision

-7/1-
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being made therefor in Table A included in Article 6(b)}, the
State ahall appropriately reduce the District's annual entitle-
ments and mexXimum annual entitlement hereunder, effective on

the effective date of said contract for service of project water
by the State to such area outside the District: Provided, That
such reductions shall not exceed the amounts of s#id contractor's
ennual entitlements and maximum annual entitlement under its con-
tract. Upon any reduction in the District's annual entitlements
and meximum annual entitlement pursuant to this subdivision, the
State shall appropriately reduce: (1) the delivery capabllitles
to be provided in the project transportation facilities for ser-
vice to the Distrilct, and (2) the Diatrict's payment obligations

hereunder,
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8. .Option to .Increase Maximum Annual Entitlement. In

the event that the maximum annual entitlements under all contracts
executed by the State on or before December 31, 1963, do not
aggregate the amount of the minimum project yield as herein defined,
the State shall immediately notify the District and all other con-
tractors, and the District may elect to become entitled to the
uncontracted for portion of the minimum project yleld in or up to
an amount which bears the same ratio to such uncontracted for
portion as the District's maximum annual entitlement bears to the
total of the maximum annual entitlements of all contractors as of
that date: Provided, That such option may be exercised only to the
extent that the water involved can be put to beneflecial usze within
a reasonable perlod of time., Such option shall become effective on
the date that the Diastrict receives said notlce from the State and
shall remain in efféct through September 30, 1964, If the full
amount of such uncontracted for portion of the minimun project
yleld 1s not preempted by the District under this option and by
other contractors through the exerclse of simllar options on or
before September 30, 1964, the District may request that it become
entitled to any amount of such water not so preempted. Such requeat
shall be subject to approval by the State and shall be considered
in the light of all similar requests from other contractora. The
State shall approve such request only to the extent that the water
involved can be put to beneficlal use within a reasonable periocd

of time., Upon the exercise of such option or upon the approval of

-8/1-
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such request the District's maximum annual entitlement under
Article 7(b) shall be increased by the amount of the additional
entitlement thereby obtained by amendment of that article, and
the District shall become obligated and hereby agrees to pay
to the State a proportionate share of the coats attributable
to auch increase in accordance with cost allocation principies
and procedures set forth in this contract, The service of and
payment for said increased entitlement shall in all respects

be subject to the terms and conditlons of this contraet.
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9. Obligation to Deliver Water Made Avallable.

Project water made availlable to the Distriet pursuant to Article
5(b) shall be delivered to the District by the State at the
delivery structures eatablished in accordance with Article 10,
At any time or times the District may refuse to accept delivery
-of water made available to it: Provided, That in such event,
the District shall remain abligated to make all payments

required under this contract.

-9/1-
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10, Delivery Structures,
{a) Project water made available to the District

pursuant to this coniract shall be delivered to the District at such

locationa and times and through delivery structures of such capa-

cities as are requested by the District and approved by the State,
(b) Pursuant to subdivision (a) of this article,

the Distrlct shall rfurnish to the State on or before June 30,

1963, 1ts written requests as to:

(1} The location of delivery structures for
delivery of project water to it,

{2) The time at which project water is first
to be deiivered through each auch delivery structure,

{3) The maximum instantaneous flow capacity
in cubic feet per second to be provided in each such delivery
structure,

{4) The maximum amount of water in acre-feet
to be delivered in any one month through each such delivery
structure.

(5) The total combined maximum instantaneocus
flow capacity in cublc feet per second to be provided by all such
delivery structures.

(6) The total maximum amount of water in
acre~feet to be delivered in any one month through all such
delivery structures.

{c} PFrom time to time the District may request
delivery structures in addition to those requested pursuant to

aubdivision (b} of this article.

-10/1-



(d) The District shall pay all of the costs of
delivery structures for the delivery of project water to it, and
shall deposit with the State, prior to the commencement of con-
struction of any such delivery structure, an amount of money

estimated by the State to be sufficient to cover the costs
tharcof.

-10/2-
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11. Measurement of nger Delivered.

{a) The 3tate shall measure all project water
delivered to the District and shall keep and maintain accurate
and complete records thereof, For this purpose, the State shall
install, operate, and maintain at all delivery structures for
delivery of project water to the District such measuring devices
and equipment as are satisfactory and acceptable tg both parties.
Said devices and equipment shall be examined, tested, and serviced
regularly te insure their accuracy. At any time or times, the
District or any other contractor may Iinspect such measuring
devices and equipment, and the measurements and records taken
therefrom,

{b)} The District shall pay all of the costs of
acquiring and installing the measuring devices and equipment
provided for in subdivision (a) of this article, and shall
deposit with the State, prior to such acquisition and installa-
tion, an amount of money estimated by the State to be sufficient

to cover such costs,
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12. Amounts, Times, and Rates of Delivery.

{a) The amounts, times, and rates of delivery of
project water to the Diatrict during any year shall be in accord-
ance with a water delivery schedule for that year, such schedule
to be determined in the following manner:

{1) On or before October 1 of each year, the
District shall submit in writing to the State a preliminary water
delivery schedule, subject to the provisions of this article and
Articles 6(b), 7(bv), 10, and 17, indicating the amounts of waler
desired by the District during each month of the succeeding
rive (5} yeers.

{2) Upon receipt of a preliminary schedule the
State shall review it and, after conaultation with the District,
shall make such modifications in it as are necessary to insure
that the amounts, times, and rates of delivery to the District
will be consistent with the State's overall delivery ability,
considering the then currént delivery schedules of all contractors.
On or before December 1 of each year, the State shall determine and
furnish to the District the water delivery schedule for the next
succeeding year which shall show the amcunts of water to be
delivered to the District during each month of that year.

{3) A water delivery scheduie may be amended
" by the State upon the Diastrict's written request. Proposed amend-
ments shall be submitted by the District within a reasonable time
before the desired change 1s to become effective, and shall be
subject to review and modification by the State in llke manner
&8 the schedule itself.
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{b) 1In no event shall the State contract to
deliver to any contrhetor through all delivery structures provided
for such contractor a total amount of project water in any year
greater than the contractor's annual entitlement for that year; nor
to deliver to any contractor from the project transportation facil-
itles downatream from Pumping Plant VI in any one month of any year
a total amount of project water greater than eleven percent (11%)
of such contractor's annual entitlement for that year; nor to
deliver to any contractor from the project transportation facilities
upstream from sald Pumping Plant VI in any cone month of any year
a2 total amount of project water greater than the sum of elghteen
percent (13f) of that portion of such contractor's annual entitlement
for that year to be put to agricultural use, as determined by
the State, and eleven percent (11%) of that portion of such
contractor's annual entitlement for that year to be put to municipal
use, as determined by the State: Provided, That if the State ’-‘\
delivers project water to any contractor through delivery structures
both downstream and upstream from said Pumping Plant VI, the
foregoing limitations shall be based on an approprlate apportion-
ment of such contractor's annual entitlement for the respective
year to the respective portlons of such contractor's service area
to which delivery 1s made from the project transportation facilities
downstream from sald Pumping Plant VI and from the project trans-

portatlon facilitles upstream therefrom: Provided further, That

the respective percentages set forth hereinabove may be revised
for a particular contractor by amendment of this subdivision
after submission. to the State of that contractor's requests

with respect to maximum monthly dellveries, such revision
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being subject to approval by the State and aubjeét to advance-
ment to the $State by the contractor of funds sufficient to

cover any additional costs of the projeet transportation facilities
occasloned thereby, the amount of such fund§ to be determined
pursuant to Article 24(d).

(¢} In no event shall the State be obligated to
deliver water to the District through all delivery structures at a
total combined instantaneous rate of flow exceeding one hundred
sixty-five (155} cuble feet per second, except as this rate of
flow may be revised by amendment of this artlicle after submission
to the State of the Districet's requests with respect to maximum
flow capaclties to be provlided in said delivery structures, pursuant
to Artiecle 10,

{d) 1If in any year the State, as a result of causes
beyond its control, is unable to deliver any portlon of the
District's annual entltlement for such year under Table A, 1lncluded
in Article 6(b), as provided for in the delivery schedule established
for that year, the Districhk may elect to recelve the amount of
water which otherwise would have been delivered to it during such
period at other times during the year or the next succeeding year,
to the extent that such water is then avallable and such eleetlon
1s consistent with the State's overall delivery ability, conaldering

the then current delivery schedules of all contractors.
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13. Responsibilities for Delivery and Distributlon

of Water.

{a) Neither the 3tate nor any of ita officars,
agents, or employees shall be liable for the control, carrlage,
handling, wse, disposal, or distribution of project water supplied
to the District after such water has passed the delivery structures
established in accordance with Article i0; nor for clailm of damage

. of any nature whatsoever, including but not limited to property

damage, personal injury or death, arising ocut of or connected
with the control, carriage, handling, use, disposal or distribu-
tion of such water beyond sald delivery structures; and the
District shall indemnify and hold harmless the State and its
officers, agents, and employees from any such damages or claims
of damages.

{p) Neither the District nor any of 1ts officers,
agents, or employees shall be liable for the control, carriage,
handling, use, disposal, or distribution of project water before
such water has passed the dellvery structures established in
accordance with Article 10; nor for clalm of damage of any nature
whatsoever, Including but not limlted to property damage, personal
injury or death, arising out of or connected with the control,
carriage, handling, use, disposal, or distribution of such water
before 1t has passed said delivery structures.
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1%, Temporary Discontinuance or Reduction of Delivery.

(a) The State may temporarily discontinue or re-
duce the delivery of project water to the Distrlct hereunder for
the purposes of neceasary investigation, inspection, maintenance,

repair, or replacement of any of the project facllitles necessary

“for the delivery of project water to the District. The State shall

notify the District as far in advance as possible of any such
diseontinuance or reduction, except in cases of emergency, in
which case notice need not de given,

(6} In the event of any discontinuance or reduc-
tion of delivery of project water pursuant to subdivision (a)
of this article, the District may elect to receive the amount of
water which otherwise would have been delilvered to 1t during
such period under the water delivery schedule for that year at
other times during the year or the next succeedlng year, to
the extent that such water is then available and such election
13 consistent wlth the State's overall delivery abllity, con-

sidering the then current delivery schedules of a&l) contractors.
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15, Use of Weter,

{a) No sale or other dimpcsal of project water
delivered to the District pursuant to this contract shall be
made by Ehe Distriet for use of such watar outside the District
which would, in the Judgment of the State, materially impair the

District's capacity to make payments to the State as provided

for in this contract. Except insofar as such water 1is sold by
the District to the United 3tafes, the State of Californla, or
to purchasers for use within areas which are outside the areas
proposed to be served by the State with water made avallable by
the System, project water delivered to the District pursuant to
this contract shall not be scld or otherwise disposed of by the
District for use outside the District without the prior written

_consent of the State, The District shall notify the State as

promptly as feaslble of all sales or other disposals of project
water made or proposed to be made by the District for use outslde
the Distriet.

{b) While this contract is in effect, no change
ghall be made in the organization of the District which would
materially impair the District's capacity to make payments to the
State as provided for herein. The District shall notify the 3tate
as promptly as feasible of any change or proposed change 1ln the
District's boundariea. .

{¢} In the event of annexation by the District
of territory lying within an area served or to be served by the
State with projJect water pursuant to a contract between the State
and another contractor, and subject to the consummation of
appropriate agreements between the State, the Distriet, and auch
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other contractor, the District's annual entitlements and maximum
anmaal entitlement under this contract shall be Increased by the
amounts of the annual entitlements and méximum annual entitle-
ment, respectively, contracted for by szid contractor for use in
said annexed territory. In the event of annexation by the District
of territory lying within an area proposed to be served by the
State with project water, but for which no contract has been
executed by the Stete for service of project water for use in
such annexed territory, the District's annual entitlements end
maximum annual entitlement undér this contract, 2t the request
of either the State or the Diatrict, shall be increased by the
amounts of the prospective annual entitlements and maximum annual
entitlement, reapectively, sllocated or assigned by the State
for use in said annexed territory. Upon any increase in the
District's annuel entitlements and maximum annual entitlement
pursuant to this subdivision, Table A included in Article 6(b),
and Article 7(b) shall be amended accordingly and the District
ahall become obligated and hereby agrees to pay to the State a
proportionate share of the costs attributable %o such incresse

in accordance with cost allocation principles and procedures

set forth in this contract. The service of and payment for

such increased anmual entitlements and maximum annual entitle-
ment shall in 21l respects be subject to the terms and conditions

of this contract.
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16. Continuity and Dependability of Water Supply.
(a) The District's maximum annval entitlement

hereunder, together with the maximum annual entitlements of all
other contrectors, shall aggregate no more than the minimum
project yleld as defined herein and in no event more than
4,000,000 acre-feet of project water.

(b) The State shall make all reasonable afforts
to perfect and protect water righta necessary for the System
and for the satisfaction of water supply commltments under this
contract,

{¢) Commencing within two (2) years from the
year of initial water delivery to the District, the State shall
submit to the District at five-year intervals a report on the
State's ability to meet future demands for project water and
for supplemental water, and on the State's plans for construct-
ing edditional project conservation facilities and supplemental
econservation facilities. Such reports shall include all esti-
mates, projections, and other data which the 3tate deems
relevant thereto.

{d) Bond funds required to be expended for the
construction of additional facilities of the System under the
provisions of Section 12938 of the Water Code shall be expended
only for construction of additional project consgervation facilitiles
as defined herein, and relsted, appurtenant facilities necessary
and desirable to meet local needs: Provided, That if at any time
after 1985 the State finds that a part or all of such bond funds
are not then required for the above purpose, and will not be ao

required within the next succeeding ten (10) years, such bond
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funds may be used, to the eitent permitted in the Bond Act, to
conatruct supplemental conservation facilities as defined herein.
(e} In planning and designing supplemental
conservation facilities the State shall give conaideration to
the requirements and demands for supplemental water of the
District and others who have contracted for projlect water.
Entitlements to asupplemental water shall be obtalned, and
repayment therefor shall be arrvanged, in contracts separate

from contracts for project water,
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17. Construction of Project Fecilities.

{a) Subject to the rights of the Diatrict under sub-
division (b) of this article and the other provisions of this
contract, the State shall provide in each aqueduct reach of the
project transportation facilitles such maximum monthly delivery
capability for the transport and delivery of projact water to the
District as, in the judgment of the State, will best serve the
interests of the District and all other contractors entitled to
delivery of project water from or through said facilities:
Provided, That within three {3) months after either the effective
date of this contract or the execution of any amendmenta to this
gcontract pursuant to the rirst proviso in Article 2, whichever 1s
later, the District shall furnish to the State a written request
specifying such maximum monthly delivery capabilities, and the
State shall give full consideration to such request in planning and
designing said facilities. On or before June 30, 1963, the Dis-
trict shall furnish to the State itz written request spscifying the
year of initial water delivery to the District: Provided, That
sald year of initial water delivery shall not be specified to be
earller than 1972. 3aid year of initlal water delivery to the
District shall be as so requested by the District: Provided, That
in the event sald request is, in the judgment of the 3tate,
incompatible with similar requests received from other contractors
to be served from or through the East Branch Aqueduct, which con-
trectors nave executed contracts with the State on or before
June 30, 1663, the timing of first deliveries of projett water

to the District and such other contractors from sald East
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Branch Agqueduct shall be as satablished by mutual agreement among
the State, the District, and sald contractors: Provided further,

That if auch agreeﬁent has not been reached on or before

December 31, 1963, the State may then conatruct sald East Branch
Aqueduct in accordance with such construction achedule ag, in the
Judgment of the State, will best aerve the interests of all those
contractors whose service areas are located south of the South
Portal of the Tehachapl Tunnels and which have executed contracta
with the State on or before June 30, 1963,

{b) The State shall design and construct the project
transportation facllities so as to provide in each reach thereof,
including reservoirs, the capmcity necessary to enable dellivery of
project water in each year to the District and to other contrectors
in the maximum monthly amounts and at the locationa, times, and
maximum rates specified or provided for in thelr respective con-
tracta for such year, and shall incliude in each such reach such
capacity ag is economically Justified in the Judgment of the 3tate
to compensate for scheduled ocutagea for purposes of necessary
investigation, inspection, maintenance, repair or replacement of
project facilitles, and for losses of water due to evaporation,
leakage, seepage, or other causes. Subject to Articles 6(b), T(b),
12(b), and 12{c), the capacity so to be provided by the State for
¢ach reach of the project transportation facllitles necessary for
tranaporting water to the Diatrict shall be sufficlent to enable
delivery to the District in each month of any year of an amount of
water up to but not exceeding eleven percent (11%) of the District's
annual entitlement for the respective year and, upon completion of

the project facilitiea, to engble delivery to the Diastrict in each
-17/2-
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month of any year of an amount of water up to but not exceeding
eleven percent (11%) of the Diatrict's meximum annual entitlement:

Provided, That regulatory storage reservolrs included in the project

transportation facilities may be utilized in conjunctlon with con-
veyance capacity provided in sald facilitles for delivery to the
District of the foregoing monthly amounts, subject to the retentlon

‘at all times, except during perlods of emergency, in each reservolr

on the East Branch Aqueduct of an amount of stored water reasonably
sufficient to meet emergency requirements of the Diatrict for
project water during the respective year.

(¢) The District shall have a reasonable opportunity
to inspect and study the State's plans and specirications for all
project facllitles during the planning stage and prior to the
solicitation of bids for the construction thereof, and may make
comments and recommendations thereon to the State, Such privilege
ahall alsc extend to any plans and specifications or proposed agree-
ments for the use by the State, in conjunction with the project
facillitles, of facilitiea_owned by an entity other than the State.
The State shall not enter into any such agreement which would
impair the State's abllity to perform fully its obligations under
this contract.

(d) No bends shall be sold nor funds expended under
the authority of the Bond Act for the construction of any aqueduct
or appurtenance thereto included in the System unless and until
éontracta are executed which will insure the recovery by the State
of at least seventy-five percent (758) of those capital costs of
the particular agueduct and any appurtenances thereto which shall

be reimbursable by the contractors as determined by the 3State; nor
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shall any bonds be sold or funds expended under the authority of the
Bond Act for the construction of any project conaervation facllity
or supplemental conservetion facility, unless and untll contracts
are executed which, together with estimated revenues from the sale
or other disposal of electrical energy generated in connection with
operation of project conservation facilities and supplemental con-
servation facilitles, will insure the recovery by the State of at
least seventy-five percent (75%) of those capital costs of the
particular facility which shall be reimbursable by the contractors
as determined by the State: Provided, That the foregoing limitations
shall not apply with respect to: (1) surveys, engineering studles,
exploratory work, designs, preparation of constructlon plans and
specifications, acquisition of lands, easements and rights of way,
relocation work, and essential administrative work in connecticn
therewith; (2) construction for which appropriations had been made
prior to approval of the Bond Act by the voters of the State of
California; and (3) construction of facilitles pursuant to an agree-
ment between the State and the United States.

(e} The State shall make all reasonable efforts bo
commence constraction of the project transportation facilities on or
before June 30, 1963. In the event that no contract for construction
of project tranasportation facilities scuth of the San Luis Canal of
the San Luls unit of the Federal Central Valley Project has been let
on or before December 31, 1964, and that no bonds have been isaued
nor funds expended for construction of said facilities by that date,
the Distrist at any time after December 31, 1964, may at its option
terminate this contract by giving notice of such termination to the

State, such termination te be effective six (§) months after the
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giving of s=uch notice, whereupon both parties hereto shall be
relieved of all further obligations hereunder: Provided, That if
the District has not theretcfore given such notice, this option
shall expire upon the letting by the State of a contract for con-
struction of sald facllities at any time after March 31, 1965.

" {f) In the svent that the State fails or is unable
to complete construction of any portion or portions of the project
transportation racilifies necesasary to deliver water to the
District as provided in this contract, and givea the District
written notice thereof, or by reasocn of such fatlure or inabllity
construction of asaid facllities has ceased for a perlod of two and
one-half (2%4) years, the District, if it be not then in default and
without exclusion of such other rights &3 it may have under this
contract, may exercise the following options: .

(1} The District may provide funds to the
State in such amounts and at such times as may be necesasary to
enable the 3tate to complete construction of such incompleted
portion or portions of the project tranaportation facilities to the
extent necessary for the transport and delivery of water to the
District as provided for in this contract: Provided, That the
State shall be and remain the owner of such project transportation
facilities or portions thereof conatructed in whole or in part with
funds provided by the District, and shall be and remain obligated
to operate, maintain, repalr and replace such facilities to the full
extent contemplated in this contract: Provided further, That the
amount of any funds 3¢ provided by the District shall be credited
by the State against the District's payment obligation under the
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capital cost component of the Transportation Charge, but the
District shall be and remain obligated to pay its share of any
capital costs of the above-described facilities not paid for with
such funds, together with its proportionate share of the operation,
malntenance, power and replacement costs of asuch facilities.

{2) The District may at 1%ts own expense, and
on a Jolnt venture basis 1f such an arrangement is made with other
contractors having similar options, connect to the project trans-
portation facilities constructed by the State for the purpose of
recelving project water to whieh it 1s entitled under this contract.
In such event and notwlthstanding any other provisions of thls con-
tract, the structures for delivery of project water to the District
pursuant hereto shall thereafter be deemed to be located at such
point of connection. Specifle arrangeﬁents for acqulring, con-
structing, operating, maintaining, and replacing the Dlstrict's
facilities at the point of connection thereof with the State's
facilitles shall be in accordance with terms and conditions
mutually agreed upon by the parties: Provided, That the State
shall be and‘remain the owner of all facilitles constructed by 1t
to said point of connection, and the Distriet shall be and remalin

obligated to pay 1ts proportionate share of the costa thereof,
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18. Shortage in Water Supply.
(a) In any year in which there may occur a shortage

due_to drought or other temporary cause in the supply of project
water available for dalivery to the contractors, with the result
that such supply 18 leas than the total of the annual entitlements
of all contractors for that year, the State shall, before reduclng
deliveries of project weter to all contractors, reduce the delivery
of project water to each contractor using such water for agricul-
tural purposes by a percentage, not to exceed fifty percent (50%) in
any one year or a total of one hundred percent (100%) in any serles
of seven consecutive years, of that portion of the contractor's
annual entitlement for the respective year which 1s to be put to

agricultural use as determined by the State; Provided, That such

perceﬁtage shall be the same for all such contractors. The maximum
total reduction in deliveries allowable under the above provisilon
shall be made before any reduction is made in project water dell-
veries for other uses. Any necessary reduction in deliveries of
project water beyond sald maximum total reduction allowable under
the foregoing proviaion shall be apportioned among all contractors
irrespective of the uses to which such water 1s to be put. In such
event, the State shall reduce deliveries to each contractor in

an amount which bears the same proportion to the total ameunt of
such necessary further reduction that the contractor's annual
entitlement bears to the total of the annual entitlements of all
contractors for that year, all as determined by the State: Provided,
That the State may apportion on some other basis if sﬁch 13 required
to meet minimum demands for domestic supply, fire protection, or

sanitation during the year. The foregoing provislons of thils
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subdivision shall be inoperative to the extent that a contractor's
annual entitlement for the respective year reflects established
rights under the area of origin statutes precluding a reduction in
deliveries to such contractor,

() In the event that the State 1is unable to con-
struct sufficient additional conservation facllities to prevent a
reduction in the minimum project yield below the total of the maxl-
mum anrual entitlements of all contractors, or if for any other
reason there 1s such reduction in the minimum project yleld, which,
notwithatanding preventive or remedial measures taken or to be
taken by the State, threatens a permanent shortage in the supply
of project water to be made avallable to the contractors:

(1) The annual entitiements and the maximum
annual entitlementa of all contractors, except to the extent such
entltlements may reflect established rights under the area of
origin statutes, shall, by amendment of Table A, lncluded in
Article 6(b), and of Article 7(b), respectively, be reduced pro-
porticnately by the State to the extsant necessary so that the sum
of the revised maximum annual entitlements of all contractors will

then equal such reduced minimum project yield: Provided, That

appropriate adjustment in the contractors' reapective financial
obligations to the State under the Transportation Charge shall be
made in accoprdance with such reduced entitlements if such reductions
have not been atrictly proportionate throughout,

{2) The District, at its option, shall have
the right to uge any of the project transportation facilitles which
by reason of such reduction in the minimum project yield are not

required for delivery of project water to the District, to transport
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water procured by it from any other source: Provided, That such

uge shall he within the limits of the capacities provided in the

Pproject transportation facilities for service to the Dlstrict under

this contract: Provided further, That except to the extent such

limitation in Sectlion 12931 of the Water Code be changed, the
District shall not use the project transportation facllities under
this option to transport water the right to which was secured by
the Distriet through eminent domain unless such use be approved by
the Legislature by concurrent resolution with a majority of the
members elected to each house voting in favor thereof.

(c) In the event that the State, because of the
establishment by a party of a prior right to water under the pro-
vigions of Sections 11460 throﬁgh 11463 of the Water Code, enters
into a contract with such party for a dependable supply of project
water, which contract will csuse a permanent shortage 1n the supply
of project water to be made available to the District hereunder:

{1) The State shall: (1) equitably redis-
bribﬁte the costs of all transportation facllitles included in
the System among all centractors for project water, taking into
account the diminution of the supply to the District and other
prior contractors and the payments theretofore made by the
Digtrict and other prior contractors in accordance with the
terms of their contracts, and {11) revise the District's annual
entitlements and maximwm annual entitlement, by amendment of
Table A, included in Article 6(b}, and of Article 7{(b), respec-
tively, to correspond to the reduced supply of project water to
be made avallable to the District: Provided, That such redistri-
bution of costs of transportation facillitles shall not be made
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untlil there has been reasonable opportunity for the Distriet to
exercise the optlon provided for In (2) below, and for other
prior contractors to exerclse similar optlons.

(2) The District, at its optlon, shall have
the right to use any of the projJect transportation facilitles
which by reason of such permanent shortage In the supply of
project water to be made avallable to the Dlstrict are not
required for delivery of project water to the Distriet, to
tpansport water procured by 1t from any other source: Provided,
That such use shall be within the limlts of the capacities pro-
vided in the project transportation facilitles for service to

the District under thils contract: Provided further, That, except

to the extent such limitation in Section 12931 of the Water Code
be changed, the Distriet shall not use the project transportation
facillties under this option to transport water the right to which
was secured by the District through eminent domaln unless such use
be approved by the Leglslature by concurrent resolution with a
majority of the members elected to each house voting 1n favor
thereof. This option shall termlnate upon a redistribution of
costs of transportation facllities by the State pursuant to (1)
above, In the event that this optlon is exercised, the State
shall take such fact into account in makling such redistriﬁution
of costs, and shall brfset such use a3 13 made of the project
transportation facilities pursuant thereto against any reduction
in the District's payment obligation hereunder resulting from
such redistribution of costs.

{d) If after any revlaion of annual entitlements
and raximum annual entitlements pursuant to subdivisions (b) or
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{c) of this article, circumstances arise which, in the judgment

of the State, Justify a revision upward of the same, the State
shall, with the consent of the affected contractor, reinstate
proportionately the previously reduced entitlements of such
contractor to the extent deemed Justified, and shall equitably
redistribute the costs of the project transportation facilities
if inequities would otherwise occur as & result of such reinstate-
ment of entitlements,

{e) The State shall give the District written
notice as far in advance as possible of any reduction in deliveriles
to 1t under subdivision {a) of this article and, to the extent
possible, shall give the District written notice five (5) years
in advance of any reduction in its annual entitlements and maximum
annual entitlement under subdivisions (b) or (c¢) of this article.
Reports submitted to the District pursuant to Article 16(c) may
constitute such notilces.

(f) Neither the State nor any of its officers,
agents, or employees shall be liable for any damage, dlrect or
indirect, arising from shortages in the amount of water to be
made available for delivery toc the District under this contract
caused by drought, operation of area of origin statutes, or any

other cause beyond its contrel.
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19. VWater Quality.
(a} It shall be the objective of the State and the

State shall take all reasonable measures to make avallable, at all
delivery structures for delivery of project water to the District,
project water of such quality that the following conatltuents do not

exceed the concentrations stated as follows:
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' WATER QUALITY OBJECTIVES FOR
SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT

Average
for any
Monthly 10-year
Conatituent Unit Average Period Maximum
Total Dissolved Solids ppm. 440 220 -
Total Hardness ppm. 180 110 -
Chlorides ppm. 110 55 -
Sulfates ppm, 110 20 -
Sodium Percentaze % 50 4o -
Fluoride ppm. - - 1.5
Lead ppm. - - 0.1
Selenium ppm. - - 0.05
Hexavalent Chromium ppm. - - 0.05
Arsenic ppm. - - 0.05
Iron and Manganese together ppm, - - 0.3
Magnesium Ppm. - - 125.0
Copper ppm. - - 3.0
Zinc ppm. - - 15.0
Phenol ppm. - - ¢.001
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(b} The State shall regularly take samples of water
at each delilvery structure for delivery of project water to the
District, and shall make chemical and physical analyses and tests
of such samples, The State shall keep accurate and complete records
of all such analyses and tests, which records shall be availlable
for inspection by the District at any time or times.

{(c) If through no negligence of the State or 1ts
officers, agents, or employees, the State is unable to attain the
quality objectives set forth in subdivision (a) of this article,
neither the State nor any of its officers, agents, or employees
ghall be liable in any manner whatsocever for such deviatlon from

sald guality objectives.
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20. Suspenaion of service, In the event of any default

by the District in the payment of any money required to be paild to
the State hereunder, the 3tate may, upon not lesa than six months'
notice to the Diatrict, suspend deliveries of water under this con-
tract for so long as such default continues: Provided, That during
such period the District shall remain obligated to make all payments
required under this contract. Action taken pursuant to this article
shall not deprive the State of or limit any remedy provided by

this contract or by law for the recovery of money due or which may

become due under this contract.
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21, Interim Sale of Surplus Water. If during any year

the supply of project water, after appropriate allowance for hold-
over storage, exceeds the total of annual entitlements of all con-
tractors for that year, the State shall offer to sell and deliver
such surplus water for periods expiring not later than the end of
such year, without right of renewal, and in a manner and at prices
which will return to the State the largest net revenues practicable,
and at the minimum, revenues equal to the variable operation, main-
tenance and power costs incurred in such service of surplus water:
Provided, That such service of aurplus water shall not interfere
with the dellvery of their respective annual entitlements to those
contractors which do not receive surplus water in such year:

Provided further, That not until a contractor accepts delivery

during such year of 1ts annual entitlement for that year and either
pays or incurs a payment obligation for such annual entitlement in
accordance with the payment provisions of 1ts contract, shall sur-
plus water be so0ld to such cohtractor at prices less than those
which would result under the application of the payment provisilons
of it3s contract: Provided further, That if, in the Judgment of

the State, the annual entltlement of a contractor desiring to pur-
chase surplus water iz unrealistically low for the year in which
such purchase is to be made, the State shall, for the purpose of

pricing such water in accordance with the second proviso above,

consider such annual entitlement to be an increased amount determined

by the State to accurately correspond to such contractor's actual
requirements for project water in that year. All net revenues from

the service of surplus water shall be applied in such manner that

-21/1-
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TABLE @

PAYMENT SCHEDULE
SAN BERNARDINC VALLEY MUNICIPAL WATER DISTRICT

(In thousands of dollars)

Year

— Irangportation Charge
Capital 3

Cost o Minimum : Variable
Component : Component : Component

Total
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Description

Reduction in District’s maximum annual entitlement from 90,000 ac-ft/year to
85,000 ac-ft/year; maximum flow capacities; addition of section, “Amendatory
Provisions”

Increase in District’s maximum annual entitlement from 85,000 ac-ft/year to
98,000 ac-ft/year; increase in minimum project yield; amendment to section,
“Amendatory Provisions”

Increase in District’s maximum annual entitlement from 98,000 ac-ft/year to
106,200 ac-ft/year.

Fix the rate for computing Delta water charge for 1970 at $6.65; re-calculation
of “Project Interest Rate”; add section, “Adjustments Due to Supplemental
Financing Costs”

Fix the rate for computing Delta water charge for 1971 at $7.24

Amendments to Delta water charge.

Delete the following: section entitled, “Surcharge for Excess Use of Project
Water”; section entitled, “Surcharge Credit”; sentence in section entitled,
“Surplus Water”

Addition of subdivisions to “Transportation Charge — Redetermination” section
including, Determinative Factors Subject to Retroactive Change, Adjustment:
Transportation Cost Capital Charge Component; Adjustment: Transportation
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Dectrease the District’s annual entitlement for the first year from 46,000 ac-
ft/year to 1,677 ac-ft/year.
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Rate”, collection of costs related to construction and O&M; and capacity.

Amendments to “Project Interest Rate” related to the East Branch Extension.
Amending the definition of “Project Interest Rates” to specify that the East
Branch Extension facilities will not be included in calculating the rate;

adjustment of remaining repayment period as a result of this amendment.

Addition of sections, “Carry-over Entitlement Water” and “Delivery of Carry-
over Entitlement Water”

Monterey Agreement/Amendment

Amendments related to the construction of the East Branch Extension facilities.



STATE OF CALIFORNIA
DEPARTMENT OF WATER RESQURCES

AMENDMENT NO. 1 TO CONTRACT
BETWEEN THE STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES AND
SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT
FOR A WATER SUPPLY

THIS CONTRACT, made this 15th day of November, 1963,
pursuant to the provisions of the California Water Resources
Development Bond Act, the State Central Valley Project Act, and
other applicable laws of the State of Californla, between the
State of Californla, acting by and through its Department of
Water Resources, herein referred to as the "State”, and San
Bernardine Valley Municipal Water District, a publlc agency in
the State of California, duly organized, exlsting, and acting
pursuant to the laws thereof with its prineipal place of busineas
in San Bernardino, California, herein referred to as the "Distriet".

WITNESSETH, That:

WHEREAS, The State 1s authorized to conatruct and operate
facilities for the storage and conveyance of water, certain of
which facilities will make water avallable to the District; and

WHEREAS, The State and the District have entered into a
water supply contract, dated December 30, 1960, providing that the
State shall supply certaln quantities of water to the District,
and providing that the Dletrict shall make certain payments to the
State, and setting forth the terms and conditions of such supply

and such payments; and
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WHEREAS, Subdivision T(c¢) of the above-mentioned contract
provides for reductiona in the District's maxlmum annual entitle-
ment as a result of the water supply contracts for service to areas
shown on exhiblts A and B of such contracts and such a water supply
contract has been executed with Crestline-Lake Arrcwhead Water
Agency, dated June 22, 1963; and

WHEREAS, The State and the District are desirous of
making certain other changes and additlons to their contract, whille
otherwise continulng the contract in full force and effect;

AND THEREFORE, It is mutually agreed that the following
changes and additions are hereby made to the Distrlct's water
supply contract with the State:

1, Table A, contained in Article 6, 1s amended to

read as followa:
TABLE A N
ANNUAL AMOUNTS OF WATER TO BE
MADE AVAILABLE FOR DELIVERY TO
SAN BERNARDING VALLEY MUNICIPAL WATER DISTRICT

Total Annual Amount
Year in Acre-Feet

1 9,500
2 1,250
3 43,200

43,950
5 46,700
&
7
8
9

48,450
50,200

1¢ 55,650
11 55,650
12 55,650
13 55,650
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14 55,650

15 57,400
16 62,850
17 68,300
18 73,650
19 _ 3,100
20 . 5,000

and each succeeding year
thereafter, for the term
of this contract: 85,000

2. Article 7({b} is amended to read as follows:

(b} The maximum amount of project water to be made
avallable to the Diastrict in any one year under this contract
shall be 85,000 acre-feet, referred to in this ccntract as the
District's maximum annual entitlement; and in no event shall Euch
maximum amount of project water to be made available to the
Distriet be increased over this amount, except as is provided for
in Article 8 and 15(<¢).

This paragraph shall be effective as of June 22, 1963.

3. Article 12{c¢) 1is amended to read as follows:

{¢]) In no event shall the State be obligated to deliver
water to the District through all delivery structures at a total
combined instantaneous rate of flow exceeding one hundred fifty-
five (155) cublc feet per second,.except as this rate of flow may
be revised by amendment of this artlcle after submission to the
State of the District's requests with respect to maximum flow
capacities to be provided in said delivery structures, pursuant

to Article 10.
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L, Article 47 is added to the contract to read as follows:

47. Amendatory Provisions

a. Surplus Water

Notwithstanding other provisions cf this
contract, surplus water for agricultural and ground water replenish-
ment use shall be offered to contractors on the following basis.
Before surplus water 1s sold for other than agricultural and ground
water replenishment use, each contractor shall have the right,
subject to the abllity of the State to deliver such water, to con-
tract for agricultural and ground water replenishment use for a
portion of the total amount of surplus water avallable in any
year, in an amount which bears the same ratio to the total amount
of surplus water available in that year as the sum of the annual
entitlements delivered to the contractor for agricultural and
ground water replenishment use during the preceding three years
bears to the total amount of the annual entitlements delivered for
agricultural and ground water replenishment use during the pre-

ceding three years of all contractors requesting surplus water:

Provided, That if its proportion of such surplus water is not re-

quired by or cannot be delivered to any contractor, such amount
of additional surplus water shall be offered to other contractors
for agricultural and ground water replenishment use. During the
firat three years in which project water is delivered to a con-
tractor, the State shall determine the amount of surplus water

which the contractor may obtain based on the contractor's maximum
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annuzl entitlement anc the estimated percentage of its annual
entitlement to be delivered for agricultural and ground water re-
plenishment use; but quantities so determlned shall not exceed the
contractor's annual entitlement for that year. Por the purpcse of
computing the portion of the surplus water for agricultural and
ground water replenishment use to which each contractor 1s entitled,
the State shall determine the amounts of water used for agricultural
and ground water replenishment use by each contractor in each year:
Provided, That each contractor shall furnish cebtified copies of
such records and data concerning the use of water within 1ta
boundaries as the State may request.

Surplus water for agricultural and ground water replenish-
ment use shall be furnished at prices which will return to the
State the variable operation, maintenance, power, and replacement
components of the Delta Water Charge and Transportation Charge
incurred in such service of surplus water as determined by the
State, A surcharge shall be added to the rate for surplus water
furnished to excess land in an amount and under the conditlions
specified in Article 30 of this contract. Contracts made pursuant
to this subdivision may exceed cne year in duration.

Except as herein modified, the provislone of Article 21
of this contract are hereby confirmed, and all surplus water not
specifically allocated pursuant to this subdlvision shall be sold
under the provisions of Article 21,

As used in this subdivision "ground water replenishment

-5
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use" shall mean the use of project water exclusively by direct
application to spreading basina, streambedu, or through other
means of direet artificial recharge for the purpose of replenish-
ing overdrawn ground water basins,

b, Surcharge Credit

Notwithstanding other provisions of this
contract, the State may include provisions in water supply contracts
allowing a credit to a contractor not to exceed the surcharge to
be pald by such contractor: Provided, That such credit shall be
utilized to reduce the cost of water for agricultural use on other
than excesa land at a uniform rate per acre-foot not to exceed
two dollars {$2) per acre-foot. Any contract including provisions
pursuant to this subdivision shall assure that the reductions in
the contractors' obligations authorized by this subdivislon are
made available exclusively for the benefit of agricultural use on
1and other than excess land and are not directly or indirectly

made avallable for the benefit of agricultural use on excess land.



IN WITNESS WHEREQOF, the parties hereto have executed

this contract on the date first above written.

Approved as to legal form
and suffilclency:

e
chi Counsel
Department of Water Resources

Attest:

K, ©

ecretary
San Bermardlno Valley
Municipal Water District

Approved as to form
and executlion:

-//»Mé //M&

Counsel
San Bernardiho Valley
Municip#&l Water Distriet

STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES

NV S Y

Director

SAN BERNARDINO VALLEY MUNICIPAL
WATER DISTRICT

Gl Mora

President
AA‘W%
General aser
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STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES

AMENDMENT NO, 2 TO WATER SUPPLY
CONTRACT BETWEEN THE STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES AND
SAN BERNARDINO VALLEY MUNICIPAL WATER PISTRICT

THIS CONTRACT, made this 28th day of September
1864, pursuant to the provisions of the California Water Resources
Development Bond Act, the State Central Valley Project Act, and
other applicable laws of the State of California, between the State
of California, acting by and through i1ts Department of Water
Resources, herein referred to as the "State"”, and San Bernardine
Valley Municipal Water Distriet, a public agency in the State of
California, duly organized, existing, and acting pursuant to the
laws thereof with its principal place of business in San Bernardino,
Californla, hereln referred to as the "District”,

WITNESSETH, That:

WHEREAS, the State 1s authorized to construct and operate
facilities for the storage and conveyance of water, certain of
which facilities will make water available to the District, and in
particular the East Branch of the Californiz Aqueduct which is
scheduled to be ready to deliver water in January 1972; and

WHEREAS, the State and the Dilstrict have entered into
a water supply contract, dated December 30, 1960, as amended
November 15, 1963, providing that the 3tate shall supply certailn
quantities of water to the Distriet, and providing that the District
shall make certaln payments to the State, and setting forth the
terms and conditions of such supply and such payment; and

WHEREAS, the maximum annual entitlements under all

contracts executed by the State on or before December 31, 1963,



did not aggregate the amount of the minimum project yleld as
defined in such water supply contract; and

WHEREAS, the District has elected to become entitled to
a certain amount of the uncontracted for portion of the minimum
project yield under the provisions of Article 8 of the above-
mentioned contract and the State has determined that the District
can put the water involved to beneflclal use within a reasonable
pericd of time; and

WHEREAS, the State and the District are desirous of
making certain other changes ﬁnd additions to such contract, while
otherwise continuing the contract in full force and effect; and

WHEREAS, the increase in the minimum project yleld pro-
vided for in this amendment will, in the opinicon of the State's
engineering staff, bring about reductions in both the Delta Water
Charge and the Transportation Charge to be paid by the District;

NOW THEREFORE, it is mutually agreed that the following
changes and additions are hereby made te the District's water
supply centract with the State:

1. Subdivision (1) of Article 1 1s amended to read
as follows:

(1) "™inimum project yleld" shall mean the dependable

annual supply of project water to be mede avallable, estimated to
be 4,230,000 acre-feet per year, sald amount to be determined by
the State on the basis of coordinated operation studies of initial
project conservation facilities, and additional project conservation
facilities, which studies shall be based upon:

(1) The estimated relative proportion of deliveries
for agricultural use to dellverles for municipal use for the year
1990, and the characteristic distributions of demands for these

two uses throughout the year,
-
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{2) 4An allowable reduction in the agricultural use
portion of the minimum project yleld, due to drought, of not to
exceed fifty percent (50%) in any one year, nor a total of ohe
hundred percent (100%) of one year's supply in any series of seven
consecutive years.

{3) Agreements now in effect or as hereafter
amended or supplemented bhetween the State and the United States
and others regarding the diversion or utilization of waters of
the Delta or streams tributary thereto.

2. Table A entitled "Annual Entitlements 3an Bernardino
Valley Munlcipal Water District," as set forth in Article 6,
is amended to read as follows:
' TABLE A

ANNUAL ENTITLEMENTS
SAN EERMARDING VALLEY MUNICIPAL WATER DISTRICT

Total Annual Amount

Year _in Acre~feet
% 35,541
7,239

3 49,806
: e

33,

6 55,860
7 57,878
8 80,010
9 61,913
10 64,161
11 64,161
12 64,161
13 64,161
14 64,161
15 66,179
16 72,462
17 78,745
18 84,915
19 91,198
20 98,000

And each succeeding year
thereafter, for the term
of this contract: 98,000
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3. Subdivision (b) of Article 7 is amended to read
as follows:

{t) The maximum amount of project water to be made
available to the District in any one year under this contract
shall be 98,000 acre-feet, referred to in thils contract as the
District's maximum annual entitlement, and in no event shall such
maxlmum amount of project water to be made avallable to the Dis-
trict be lnereased over thls amount, except as 1s provided for
in Articles 8 or 15(c).

4. Subdivision (¢} of Article 12 is amended to read
as follows:

(e} In no event shall the State be obligated to deliver
water to the District through all delivery structures at a total
combined insatantanecus rate of flow exceeding one hundred seventy
nine {179) cuble feet per second, exceprt as this rate of flow may
be revised by amendment of this article after submiassion to the
State of the District's requests with respect to maximum flow
capacities to be provided in sald delivery structures, pursuant
to Article 10,

5. B8ubdivision (a) of Article 16 is amended to read
as follows:

(a) The District's maximum annual entitlement hereunder,
together with the maximum annual entitlements of all other cone
tractors, shall aggregate no more than the minimum project yield
as defined hereln and in no event more than 4,230,000 acre-feet

of project water.

-
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A. Article 47 1= amended to read as follows:
47. Amendatory Provisions

{a) Sugplus Water
Notwithstanding other provisions of thls contract,

surplus water for agricultural and ground water replenishment use
ahall be offered to contractors on the following basls. Before
surplus water is sold for other than agricultural and ground water
replenishment use, each contractor shall have the right, sublect
to the abillity of the State to deliver such water and te the pro-
vlislons of the next succeeding paragraph, to contract for agricul-
tural and ground water replenishment use for a portion of the total
amount of surplus water available in any year, in an amount which
bears the same ratic to the total amount of surplus water avallable
in that year as the sum of the annual entltlements, set forth 1n
Table A of thils contract, delivered to the contrgctor for agricul-
tural and ground water replenishment use during the preceding
three years bears to the total emount of such annual entitlements
delivered for agricultural and ground water replenishment use
during the preceding three years of 2ll contractors requesting
surplus water: Provided, That 1f its proportion of such surplus
water 1s not required by or cannot be delivered to any contractor,
such amount of additional surplus water shall be offered to other
contractors for agricultural and ground water replenishment use.
During the first three years in which project water 1s delivered
to a contractor, the State shall determine the amount of surplus
water which the contractor may obtain based on the contractor's
maximum annual entitlement and the estimated percentage of 1ts

annual entitlement to be delivered for agricultural and ground

- 5=



water replenishment use; but guantitles so determined shall not
exceed the contractor's annual entitlement for that year. For the
purpose of computing the portion of the surplus water for agricul-
tural and ground water replenishment use to which each contracter
1s entitled, the State shall determine the amounts of water used
for agricultural and ground water replenishment use by each con-
tractor in each year: Provided, That each contractor shall furnish
certified coples of such records and data concerning the use of
water within its boundaries as the State may request.

The provisions of this paragraph shall bé gpplicable
only to contractors in the San Joaquin Valley Service Area, con-
tractors in the Southern California Service Area, and contractors
in the Central Coastal Service Area. Before surplus water is sold
for other than agricultural and ground water replenishment use,
each such contractor shall have the right, subject to the ability
of the State to deliver such water, to contract for agricultural
and ground water replenishment use 1n accordance with the following
formula: econtractors in the San Joaquin Valley Service Area shall
have 2 right to contract for sixty-nine percent {63%) of the
surplus water available at the Mile 18 Pumping Plant; contractors
in the Southern California Service Area shall have a right to
contract for twenty-nine percent (29%) of such water; and
contractors in ;he Central Coastal Service Area shall have a right
to contract for two percent (2%} of such water: Provided, That
within each of these service areas, each contractor shall have
the right to contract for agricultural and ground water replenish-
ment use for a portlon of the total amount of surplus water
avalilable to that service area in any year, in an amount which
bears the same ratlo to the total amount of surplus water

oo
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available to the service area in that year as the sum nf the annual
entitlements, set forth in Table A of this contract, dellvered to
the contractor for agriculturzl and ground water replenishment use
during the preceding three years bears to the total amount of such
annual entitlements delivered for agricultural and ground water
replenishment use during the preceding three years of all contrac-
tors in that service area requesting surplus water: Provided,
further, That if its proportion of such surplus water 1s not
required by or cannot be delivered to any contractor, such amount
of additional surplus water shall be offered to other contractors
for agricultural and ground water replenishment use. Durlng the
first three years in which project water is delivered to & contrac-
tor, the State shall determine the amount of surplus water which
the contractor may obtain based on the contractor's maximum annual
entitlement and the estimated percentage of its annual entitlement
to be delivered for agricultural and ground water replenishment
use; but quantitles so determined shall not exceed the contractor':
annual entitlement for that year. As used in this paragraph,
"eontractors in the San Joaquin Service Area" shall mean: Devil's
Den Water District, Dudley Ridge Water District, Empire West Side
Irrigation District, Haclenda Water District, Kern County Water
Agency, and Tulare Lake Basin Water Storage District; "contractors
in the Southern Callfornia Service Area" shall mean: Antelope
Valley-East Kern Water Agency, City of West Covina, Coachella
Valley County Water District, Crestline-Lake Arrowhead Water Agency,
Desert Water Ageney, Littlerock Creek Irrigation Distriet, Mojave
Water Agency, Palmdale Irrigation District, San Bernardino Valley

Municipal Water District, San Gabriel Valley Muniecipal Water
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District, San Gorgonio Pass Water Agency, The Metropolltan Water

District of Southern California, Upper Santa Clara Valley Water

Ageney, and Ventura County Flood Control District; "contractors in

the Central Coastal Service Area’ shall mean: San Luils Obispo
County Flood Control and Water Conservation District and Santa

Barbara County Flood Control and Water Conservation District.

The provision of this paragraph shall be applicable only

to a contractor to which the delivery of project water for municipal

use as of 1990 is estimated by the State to be in excess of fifty
percent (50%) of such contractor's maximum annual entitlement.
For the purpose of filxing such contractor's right to delivery of
surplus water, water from a watershed not tributary to the
contractor's area which is delivered within the contractor's
boundaries for agricultural or ground water replenishment use
shall be deemed to be part of the contractor's annual entitlement
dellvered for such use in computing the quantity of surplus water
to which the contractor is entitled under this subdivision:
Provided, That the contractor shall not be deemed to have used
mere than its annual entitlement, as set forth in Table 4, for
such use. Surplus water shall be deemed to be used by the con-
tractor for agricultural or ground water replenishment use if an
equal quantity of water imported from a watershed not tributary
toc the contractor's area 13 delivered within the contractor's

beundaries for such use.

-8-
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In providing for the dellvery of surplus water to
contractors pursuant to this subdivislon, the State shall refuse
to deliver such surplus water to any contractor to the extent that
the State determines that such delivery would tend to encourage
the development of an economy within the area served by such con-
tractor which would be dependent upon the sustained dellvery of
water in excess of the contractor's maximum annual entitlement.

In no event shall the gquantity of surplus water mede available in
any year prior to 1986 to any contraétor under this subdivision
exceed the difference between its annual entitlement for that year
and its maximum annual entitlement, except that, sublect to
provisions of the immedlately preceding sentence, with respect to
any contractor which under Table A of its contract is scheduled

to recelve 1ts maximum annual entitlement prior to 1978, the
quantity of surplus water made avallable in any year prior to 1986
under this subdivision may exceed such difference by not more than
3,000 acre~feet,

Surplus water for agricultural and ground water replenish-
ment use shall be furnished at prices which will return to the
State the variable operation, maintenance, power and replacement
components of the Delfa Water Charge and Transportation Charge
incurred in such service of surplus water as determined by the
State, Surplus water delivered under this subdivision shall be
limited to the quantity of water which can be delivered without
adversely affecting the reliability, or increasing the cost, of
service to meet annual entitlements. A surcharge shall be added

to the rate for surplus water furnished to excess land in an amount

6



and under the conditions specifled in Article 30 of thils contract.
Contracts made pursuant to this subdivision may exceed cne year
in duration. .

Except as herein modified, the provisions of Article 21
of this contract are hereby confirmed, and all surplus water not
specifically allocated pursuant to this subdivision shall be sold
under the provislons of Article 21. Nothing in this subdivisicn

shall limit the right of the District to increase its annual entitle-

ments as otherwise provided in this contract.

As used in tnls subdivision "ground water replenishment
use" shall mean the use of project water exclusively by direct
appllicaticn to spreading basins, streambeds, or through other means
of direet artificial recharge for the purpose of replenishing over-
drawn ground water basins,

(b} Surcharge Credit

Hetwilthstanding o%her provisions of this contract,
the State may allow & credit to each contractor not to exceed the
surcharge paid by such contractor,

For the purpose of this contract, thz surcharge credit
shall be determined and applied in the following manner:

{1) The State shall, in each year after the year of
initial water delivery, allow a credit to the District in the
amount of the surcharge forwarded by the District to the State
in the preceding year.

{2} The District shall not establish water rates, or
tax or assessment rates, so as to cause the surcharge credit to

be passed on to water users in a manner which will bring about

10~
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a greater reduction in the cost per acre-foot of project water put
to use on excess land than such cost of project water put to use
on other than excess land.

This subdivision 47(b) shall be separable from all other
provisions in this contract, and in the event that any or all of
the provisions of this subdivlsion are in any manner or to any
extent held to be invalid by final judgment or decree of & court
of co@petent Jurisdiction, such holding and such invalidity shall
in no way affect the validity of, or make invalid, any other
provision of this contract.

IN WITNESS WHEREOF, the parties hereto have executed
this contract on the date first above written.

Approved as to legal form STATE OF CALIFORNIA
and sufficlency: DEPARTMENT OF WATER RESOURCES

-
-

Chiel' Counsel
Department of Water Resources

Approved as to form SAN BERNARDING VALLEY MUNICIPAL
and execution: WATER DISTRICT

/*v4-—~—zt /(fC(LJ L
J

-11-
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STATE OF CALIFORNIA
THE RESCURCES AGENCY
DEPARTMENT OF WATER RESCURCES

AMENDMENT NO. 3 TO WATER SUPPLY
CONTRACT BETWZEN THE STATE OF CALIFORNIA
DEPARTMENT CF WATER RESCURCES AND
SAN BERNARDINO VALLZY MUNICIPAL WATER DISTRICT

’%- .r';‘\

THIS CONTRACT, made this ﬁ(—- day of \.__/,.W 1968,
pursuant to the provisions of the California Wafér Resources
Development Bond Act, the State Central Valley Project Act, and
other applicable laws of the State cof Caiifornia, between the
State of California, acting by and through its Department of
Water Resources, herein referred to as the "State", and |
San Bernardino Valley Municipal Water District{ a public agency
in the State of California, duly organized, existing, and acting
pursuant to the laws thereof witﬁ its principal place of business
in San Bernardino, California, herein referred to as- the
"District",

WITNESSETH, That:

WHEREAS, the State is authorized to construct and
operate facilities for the storage and conveyance of water,
certain of which facilities will make.water available to the
District: and

WHEREAS, the State and <the Disfrict have entered
into E water supply contréct,ldated December 30, 1§60, as

amended by Amendment No. 1 dated November 15, 1963, and Amendment
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No. 2 dated September 28, 1964, providing that the State shall
supply certain gquantities of water to the District, and pro-
viding that the District shall make certain payments to the 3tate,
and setting forth the terms and conditions of such supply and

such payment: and

WHEREAS, the ﬁaximum annual entitlements under all
contracts executeq by the State do not aggregate the amount of
the minimum project yield as defined in such water supply contract;
and

WHEREAS, the District has requested that it become
entitled to a certain emount of the uncontracted for portion of the
minimum project yield and the State after consideration of all
such reoussis has determined that the District can best put a
portion of the water involved to beneficial use within a reasonatle
period of time: and |

WHEREAS, the State and the District are desirous of
making certain cther changes and additions to such contract, while
otherwise continuing the contract in full force and effect:

NOW THEREFCRZ, it is mutually agreed that the following
changes and additions are hereby made to the District's water
supply contract with the State:

1. Table A of the contract entitled "Annual Entitle-
ments San Bernardino Valley Municipal Water District" as.set forth

in Article 6 is amended to read as follows:
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TABLE A
_ Annual Entitlements
San Bernardino Valley Municipal Water District

Total Annusl Amount
Year in Acre-feet

46,000
48,000
50,C00
52,500
55,C00
57,500
60,000
62,500
65,500
68,500
71,500
74,500
78,000
81,500
85,000
89,000
93: 000
97,000
101,500
102,600
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And each succeeding year
therearter, for the fterm
of this contract: 102,600
2. ubdivision (b) of Article 7 is amended to read
as follows:

(b) The maximum amount of project water tc be made
available tc the District in any one year under this contrazct shall
be one hundred two thousand six hundred (102,600) acre-feet,
referrad to in this contract as the District's maximum annual
entitlement, and"in no event shall such maximum amount of project

water tb he made available to the District be increased over this

amount, except as provided for in Articles 8 and 15(¢).
2 X
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3. Subdivision (c) of Article 12 is aumended to read

as follows:
| (¢) 1In no event shall the State be cobligated to

deliver water to the District through all delivery structures at
a total combined instantaneous rate of flow exceeding one hundred
eighty-eight (188) cubic feet per second, except as this rate of
flow may be revised by amendments of fhis article after subjission
to the State of the District's requests with respect to maximum flow
capacities to be provided in said dellvery structures, pursuant
to Article 10.

IN WITKNESS WHERECF, the parties hereto have exscuted |

this contract on the date first zbove written.

Approved as to legal form STATE CF CALIFCRNIA
and sufficiency: DEPARTHENT CF WATZR RESCURCZES

ap————— )
1 c . ( mAMQ"L___/ B}r /"”j"f:_{’ i- ' - o l,'r- i/::
Chief \Counsel Director
Department of Water Resources

Approved as to form and SAN RERNARDINO VALLEY MUNICIPAL
eXecution: WATER DISTRICT

| QMJ/» K/%M (y,];/gﬁﬁq,i_fm_

'/ President

~
R o
BY &\A .k - \l‘k\ T

/\ Secretary
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STATE OF CALIFORNIA
THE RESOURCES AGENCY
DEPARTMENT OF WATER RESOURCES

AMENDMENT NO., 4 TO WATER SUPPLY CONTRACT
BETWEEN THE STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES AND

SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT

THIS CONTRACT, made this.?. day of#+ . . /4.« 1969,
pursuant to the provisions of the California Water Resources
Development Bond Act, the State Central Valley Project Act, and
other applicable laws of the State of California, between the State
of California, acting by and through its Department of Water
Resources, herein referred to as the "State", and San Bernardinc
Valley 4:niclpal wWater District,
herein referred to as the "Agency";

WITNESSETH, That

WHEREAS, the State and the Agency have entered into and
subsequently amended a water supply contract providing that the
State will supply certain quantities of water to the Agency, and
providing that the Agency shall make certain payments to the State,
and setting forth the terms and conditions of such supply and such
payment; and

WHEREAS, Article 22(b) of such water supply contract pro-
vides that for each year through the year 1969 the Delta Water
. Charge shall be the product of $3.50 and the Agency's annual entitle-
ment for the respective year and that beginning in the year 1970, the
Delta Water Charge shall be the sum of the capital cost component,

minimum operation, maintenance, power and replacement component, and
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variable operation, maintenance, power and replacement component com-
puted in accordance with Articles 22(c) and (d) of the water supply A
contract; and _
| WHEREAS, Articles 22(e) and (g) of such water supply con-
tract provide that the Delta Water Charge as computed in accordance
with Articles 22(c) and (d) shall include all projected costs of
additional project and supplemental conservation facilities com-
mencing in the years in which the State first incurs capital costs
for such facilitles after the facilitles are aﬁthorized; and

WHERFEAS, the parties desire that all water supply contractis
be amended to postpone inclusion of the projected costs of any
authorized additional project and supplemental conservation facilities
in the computétion of the Delta Water Charge until after the year
1970 and to fix the rate for computing the Delta Water Charge for
the year 1970 at $6.65; and

WHEREAS, the payments to be made by the Agency to the State
include interest calculated at the "project interest rate" defined
in Article 1 (s) of such water supply contract to mean the weighted
average of the interest rates paid by the State on bonds issued
under the Water Resources Development Bond Act (Bond Act) disregarding
premiums received on the sale of such bonds; and

WHEREAS, the underlying assumption upon which the "project
interest rate" was established was that all of the 1lnitial facilitles
of the State Water Resources Development System (Project) would be
financed principally with proceeds of bonds issued under the Bond
Act or from other sources on which the interest rate would not exceed

that of the bonds issued under the Bond Act; and

WHEREAS, the State already has financed the Oroville-
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Thermalito power facilities through Central Valley Project Revenue
Bonds and may finance other portions of the project facilities
through additional revenue bond issues, bonds issued under other
authority granted by the Legislature or the voters, bonds issued by
other state ageﬁcies, advances from contractors, and other methods
under which the financing costs relate to interest rates that may
exceed the interest rate of the bonds issued under the Bond Act; and
WHEREAS, either the State or contractors making advances
to the State may be subject to interest rates, or other financing
costs that relate to interest rates, which will be greater than the
"project interest rate" as presently defined in the contracts; and
WHEREAS, the parties desire that (1) the interest coets
hereafter incurred by or on behalf of the State in financing the
construction of project facilities by means other than the use of
moneys provided under the Bond Act will be reflected in appropriate
adjustments of the 'project interest ratd (excepting the interest
costs incurred for the Central Valley Project Revenue Bonds lissued
prior to the date of this amendment); (2) appropriate credit will
be given to any contractor having made an advance of funds to the
State corresponding to the bond service obligation payable by such
contractor by reason of such advance or if bonds were not used to
obtain funds for such advance, then to the net interest cost which
would have resulted if the contractor had socld bonds for the purpcse
of funding the advance; and (3) if any sources of funds other than
those provided under the Bond Act are employed to finance the con-
struction of specific project facilities and the interest or other
costs of such financing are greater than the cost would have been

if bonds issued under the Bond Act had been used, appropriate
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adjustments to the charges to contractors will be made with respect
to such facilities so that the charges to contractors taking water
through reaches which include such facilities will be the same
after such adjustments as such charges would have beeh if such
facilities had been financed by the use of proceeds of bonds issued
under the Bond Act, except insofar as the "project interest rate”
has been adjusted pursuant to (1) in this recital:

NOW THEREFORE, it is mutually agreed that the following
changes and additions are hereby made to the Agency's water supply
contract with the State:

1. Subdivision (b) of Article 22 is amended to read as
follows:

For each contractor receiving project water 1n any year
through December 31, 1969, the Delta Water Charge shall be the
product of $3.50 and the contractor's annual entitlement to project
water for the respective year. For each contractor réceiving project
water in the year 1970, the Delta Water Charge shall be the product
of $6.65 and the contractor's annual entitlement to project water
for that year. The $6.65 rate for the year 1970 shall consist of a
capital cost component of $5.04 and a minimum operation, malntenance,
power and replacement component of $1.61, After December 31, 1970,
the Delta Water Charge shall consist and be the sum of the following
components as these are computed in accordance with subdivisions (¢)
and (d) of this article: a capital cost component; a minimum
operation, maintenance, power and replacement component; and a
variable operation, maintenance, power and replacement component.

2. Subdivision (s) of Article 1 is amended to read as

follows:
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"Project interest rate" shall mean the weighted average

interest rate of (1) through (6) below computed by dividing (i) the

total interest cost required to be paid or credited by the State

during the life of the indebtedness or advance by (i1} the total of

the products of the various principal amounts and the respective

terms in years of all such amounts:

(1)

(2)

(3)

(#)

(5)

(6)

general obligation bonds issued by the
State under the Bond Act,

revenue bonds issued by the State under

‘the Central Valley Project Act after

May 1, 1969,

bonds 1ssued by the State under any other
authority granted by the Leglslature or

the voters,

bonds issued by any agency, district, political
subdlvislion, public corporation, or non-
profit corporation of this State,

funds advanced by any contractor without

the actual incurring of bonded debt therefor,
for which the net interest cost and terms
shall be those which would have resulted if
the contractor had sold bonds for the pur-
pose of funding the advance, as determined

by the State, and

funds borrowed from the General Fund or other
funds in the Treasury of the State of
California, for which the total interest

cost shall be computed at the intereat rate

earned over the period of such borrowing
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by moneys in the Pooled Money Investment

Account of such Treasury invested in

securities,
to the extent the proceeds of any such bonds, advances or loans are
for construction of the State Water Facilities defined in Section
12934(d) of the Water Code, the additional project conservation
facilities, and the supplemental conservation facilities (except
advances for delivery structures, measuring devices and excess
capacity) and without regard to any premiums received on the sale of
bonds under item (1) above., The "project interest rate” shall be
computed as a decimal fraction to five places.

3. Subdivision (g) of Article 17 is added to the contract

to read as follows: |

(g) Adjustments Due to Supplemental Financing Costs

(1) 1If a contractor, with approval of the State,
advances funds to the State to assist the State in financing con-
struction of project facilities ( not including delivery structures,
measuring devices and excess capacity), such advance shall be
amortized by means of annual credits to the contractor having made
such advance of funds to the State, with such credits being equal to
the actual bond service obligations payable by such contractor by
reason of such advance or, if no bonded debt was incurred, then such
credits shall be sufficient to cover the repayment of principal and
interest costs which would have resulted if the contractor had sold
bonds for the purpose of funding the advance as determined by the
State,

(2) 1If, after May 1, 1969, any source of funds
other than those provided by the Bond Act is employed to finance
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construction of specific project faclilities, any additional costs

incurred because of such financing will not be charged to the

contractors, except for adjustments to the "project interest rate".

Approved as to legal form and
sufficiency:

\J/) T

- ¢ [ (rAIYA_—
Cnief Qounsel

Department of Water Resources

P. 0. Box 388

Sacramento, California

socroved an to form ~nd
crecutlon:

)ﬁé;wuﬁv ‘C/( Zzit;égi**qtﬁf/

Aouncel

STATE OF CALIFORNIA
THE RESOURCES AGENCY
DEPARTMENT OF WATER RESQURCES

By 1&72QQZJ-ééZ{'

“Director

SAN BERNARDING VALLEY MUNICIPAL
.ATER DISTRICT

’ - H
By o

—YresTdont

By \rw‘* \‘) K Y \ﬁ o K W et ‘

?Secre}; Ty

-~
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STATE OF CALIFORNIA
THE IXESOURCES AGENCY
DEPARTMENT OF WATER RESQUFRCES

AMENDMENT NO. 5 TO WATER SUPPLY CONTRACT
BETWEEN THE STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES AND

SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT

THIS CONTRACT, made this 31st day of December » 1970,
pursuant to the provisions of the California Water Resources
Development Bond Act, the State Central Valley Project Act, and
other applicable laws of the State of California, between the State
of California, acting by and through its Department of Water
Resources, herein referred to as the "State", and San Bernardino
Valley Municipal Water District,
herein referred to as the "Agency";

WITNESSETH, That

WHEREAS, the State and the Agency have entered inio and
subsequently amended a water supply contract providing that the
State will supply certain quantities of water to the Agency, and
providing that the Agency shall make.certain payments to the State,
and setting forth the terms and conditions of such supply and such
payment; and

WHEREAS, Article 22(b) of such water supply contract, as
amended, provides that for each year through the year 1969 the
Delta Water Charge shall be the product of $3.50 and the Agency's
annual entitlement for the respective year, that for the year 1970
the Delta Water Charge shall be the product of $6.65 and the Agency's
annual entitlement for that year, and that beginning in the year
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1971 the Delta Water Charge shall be the sum of the capital cost
component, minlmum operation, maintenance, power and replacement
component, and variable operation, maintenance, power and replace-
ment component computed in accordance with Articles 22(c) and (d)
of the water supply contract; and

WHEREAS, Articles 22(e) and (g) of such water supply con-
tract provide that the Delta Water Charge as computed in accordance
with Art.cles 22(c) and (d) shall include all projected costs of
additional project and supplemental conservation facilities com-
mencing in the years in which the State first incurs capital costs
for such facilitles after the facilities are authorlzed; and

WHEREAS, the parties desire that all water supply con-
tracts be amended to postpone inclusion of the projected costs of
any authorized additional project and supplemental conservation
Facllities in the computation of the Delta Water Charge until after
the year 1971 and to fix the rate for computing the Delta Water
Charge for the year 1971 at $7.24;

NOW, THEREFORE, it is mutually agreed that the following
changes and addlitions are hereby made to the Agency's water supply
contract with the State:

1. Subdivision (b) of Article 22 is amended to read as
follows:

For each contractor receiving project water in any year
through December 31, 1969, the Delta Water Charge shall be the
product of $3.50 and the contractor's annual entlitlement to project
water for the respective year. For each contractor recelving

project water in the year 1970, the Delta Water Charge shall be the
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iiproduct of $6.65 and the contractor's annual entitlement to project
water for that year. The $5.565 rate for the year 1970 shall consist
of a capital cost component of $5.04 and a minimum operation,
maintenance, power and replacement component oi $1.51. For each
contractor receiving project water in the year 1971, the Delta
Water Charge shall be the product of $7.24 and the contractor's
annual entitlement to project water for that year. The $7.24 rate
for the year 1971 shall consgist oi a capital cost component of
$5.44 and 2 minimum operation, maintenance, power and replacement
component of $1.80. After December 31, 1971, the Delta Water
Charge shall consist and be the sum of the following components

as these are computed in accordance with subdivisions (c) and {d)
of this article: a capital cost component; a minimum operation,
maintenance, power and replacement component; and a variable

operation, maintenance, power and replacement component.

Approved as to legal form and STATE OF CALIFORNIA
sufficiency: THE RESOURCES AGENCY
DEPARTMENT OF WATER RESOURCES
o 7
r& (O ny Uil
Chie? Counse. Tirector

Department of Water Resources
P. 0. Box 388
Sacramento, Californaia
SAN EERNARDINO VALLEY MUNICIPAL

v/

Approved as to form and WATER DISTRICT
executlon:
St g /-j Z;,é,.mzzf By A S A D S
residenﬁ
‘/
By N e Ml
Squetary
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STATE OF CALIFORNIA
TAE RESOURCES AGENCY -
DEPARTMENT OF WATER RESOURCES

AMENDMENT NO. 6 TO WATER SUPPLY CONTRACT
BTTWEEN THE STATE OF CALIFORNIA
DESARTMENT OF WATER RESOURCES AND
SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT

THIS CONTRACT, made this 27th day of December, 1971,
pursuant to the provislions of the California Watef Resources
Development Bond Act, the State Centfal Valley Project Act, and
other applicable laws of the State of Californie, betweenrthe
State of California, acting by and through its Department of
Water Resources, herein referred to as the "Staté", and

San Bernardinoc Valley Municipal Water District, herein referred
'to ag the "Agency";

WITNESSETH, That:

WHEREAS, the State and the Agenéy have entered into and
subséquently amended a water supply contract providing that the
State will supply certain quantitles of water to the Agency, and
~ providing that the Agency shall make certain payments to the State,
and setting forth the terms and conditions of such supply and such
payment; and

WHEREAS, Article 22(b) of such water supply contract,
as amended, provides that for each year threugh the year 1969 the
Delta Water Charge shall be the product of $3.50 and the Agency's
annual entitlement for the respective year, that for the yéar

1970 the Delte Water Charge shall be the product of $6.65 and the
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Agency's annual entitlement for that year, that for the year
1971 the Delta Water Charge shall be the product of $7.24 and
the Agency's annual entitlement for that year, and that

‘beginning in the year 1972 the Delta Water Charge shall be the
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sum of the capital cost component, minimum operation, mainte-
nance, power and replacement component, and variable operation,
maintenance, power and replacement component computed in
accordance with Articles22(c) and (d) of the water supply
contract; and ' |

WHEREAS, Articles 22(e) and (g) of such water supply
contract provide that the Delta Water Charge as computed in
accordance with Articles 22(c) and (d) shall include all
projected cosﬁs of additional project and supplemental conserva-
tion facilities commencing in the years in which the State first
incurs capital costs for such facilities after the facilities
are authorized; and

. WHEREAS, the parties desire that all water supply con-
tracts be amended to postpone inclusion of the projected costs
of any authorized additional project and supplemental conserva-
tion facilities in the computation of the Delta Water Charge
until the happening of certaln events;

NOW, THEREFORE, it is mutually agreed that the
following changes and additions are hereby made to the Agency's
water supply contract with the State:

1. Subdivision (e) of Article 22 is amended to read

as follows:

Prior to the time that additional project conservation

facilities or éupplemental conservation facllitles are constructed,
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the Delta Water Charge shall be determined on the basis of an

alliocation to projéct purposes, by the separable cost-remalning

benefits method, of all actual and projected costs of all those
initial project conservation facilities located in and above
the Delta, and upon an allocation to the purposes of water
conservation and water tranSportation,'byihe proportionate use
of facilities method, of all actual and projected costs of the
following project facilities located below the Delta: The
aqueduct intake facilities at the Delta, Pumping Plant I (Delta
Pumping Plant), the aqueduct from the Delta to San Luls Forebay
(0O'Neill Forebay), San Luis Forebay (0'Neill Forebay), and

San Luls Reservoir: Provided, That ali of the actual and

projected costs properly chargeable to the generation and trans-

mission of electrical energy in connection with operation of

- proJect conservation facilities shall be allocated to the purpose

of water conservation in, above, and below the Delta: Provided

further, That allocations to purposes the cost of which are to be

paid by the United States shall be as determined by the United
States.

Commencing in the year in which the State first awards

a major construction contract for construction of a major feature

of additional project conservation facilities, or first commences

payments under a contract with a federal agency in the event a
major feature of additional project conservation facilities is
constructed by such federal agency under an agreement requiring
the State to pay all or part of the costs of such construction,

the Delta Water Charge shall be determined on the basis of the
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foregoing allocations and upon an allocation to project purposes,
by the separable costs-remaining benefits method and subject to
the foregoing provisos, of all proJected costs of such feature
of the additional project conservation facilities:' Provided,
That 1f the agreement with such federal agency allows repayment

‘of costs of a portion of a facility to be deferred, the associ-

ated costs of such portion shall be excluded from the Delta Water
Charge computations until repayment of such deferred costs or

interest thereon is commenced by the State: Provided further,

That all costs of additlional project conservation facilities
incurred prior to the award of & major construction contract,
shall be included in the Delta Water Charge computations in the
year in which they are lincurred.

2. Subdivision (g) of Article 22 is amended to read

- as follows:
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Upon the construction of the suﬁplemental conservation
rac¢ilities, the Delta Water Charge shall be paid by all con-
tfaétors for supplemental water, as ﬁell as by contractors for
project water, and, together with revenuesg derived from the
sale or other disposal of electricsal energy generated in
connection with operation of project conservation facilities and
supplemental conservation facilities, shall return to the State,
in addition to those costs of the project conservation facilities
allocated to the purpose of water conservation, in, above, and
below the Delta pursuant to subdivisionu(e) of this article,
all costs of such supplemental conservation facilities, including

capital, operation, maintenance, power, and replacement costs



which are allocated to the purpose of water consefvation, in,
-above, and below the Delta pursuant hereto. Commencing in

the year in which the State first awards a major construction
contract for cohstruction of a major feature of any supple-
mental congervatlion facilities, or first commenées payments

under a contract with a federal agency in the event a major
feature of supplemental conservation facilities is constructed

by suéh federal agency under an agreement requiring the State

to pay all or part of the costs of such construction, the Delta
Water Charge shall be determined on the basis of the allocations
made pursuant to subdivision (e) of this article, and upon an
allocation to project purposes, by the separable costs-remaining
benefits method and subJect to provisos corresponding to those
contained in said subdivision (e), of all projected costs of

such feature of the supplemental conservation facilities.
Commencing in the same year, the computation of the rates to

be used in determining the components of the Delta Water Charge
shall include the annual entitlements to water under all contracts
for supplemental water. 'If the repayment period of any bonds

sold to construct supplemental conservatioh facilities or the
repayment period under any agreement with a federal agency for
repﬁyment of the costs of supplemental conservation facilities
constructed by such federal agency extends beyond the repayment
pericd of the contract, the Delta Water Charge shall be determined
and redetermined on the basis of such extended repayment period
as the'State determines to be appropriate: Provided, That if

the agreement with such federal agency allows repayment of costs
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of a portion of a raéility to be deferred, the associated costs ~
of such portion shall be excluded from the Delta Water Charge
computations untll repayment of such deferred costs. or interest
thereon 1s commenced by the State.

IN WITNESS WHEREOF, the parties hereto have executed

this contract on the_date first abhove written.

Approved as to legal form STATE OF CALIFORNIA
and sufficiency: . DEPARTMENT OF WATER RESOURCES

C. | 7 Q ' Z’_Z_
By ) i W By, .
e ounsel rector

Department of Water Resources

Approved as to form SAN BERNARDINO VALLEY MUNICIPAL
and execution: WATER DISTRICT N

By ;’ i M ;Q‘uﬂ"/~ S @Nw/m

134

V//;itle) General Counsel (Title) President of the
San Bernardino Valley .-~ : Board of Directors
Municipal Water District



STATE OF CALIFORNIA
THE RESOURCES AGENCY ,
DEPARTMENT OF WATER RESOURCES

AMENDMENT NO. 7 TO WATER SUPPLY CONTRACT
. BETWEEN THE STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES AND
- SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT

THIS CONTRACT, made as of the 15th day of October,
1972, pursuant to the provisions of the_California Water Resources
Development Bond Act, the State Central Valley Project Act, and
other applicable laws of the State of Califarnia, between the
State of California, acting by and through its Department of
Water Resources, herein referred to as the "Stafe", and
San Bernardino Valley Municipal Water District, herein referred
to as the "Agency"; |

WITNESSETH, That:

WHEREAS, the State and the Agency have entered into and
subsequently amended a water supply contract, dated December 30,
1960 (herein referred‘to as the "Amended Contract") providing
that the State shall supply certain quantities of water to the
Agency, and that the Agency shall make certain payments to the
State, and setting forth the terms and conditions of such supply
and such payment; and

WHEREAS, the Amended Contract provides for a surcharge
equivalent to the power credit per agre;foot of water tolbe
charged to water users, other than the United States.or the _
State of California, for each acre-foot of project water determined
to have been put to agricultural or manufacturing uses on excess

land, for collection by the Agency either itself or through a
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retall agency or anofher agency, for peyment to the State of
such surcharge, and for the allowance, on specified terms and
conditions, of the amount of such surcharge és a credit to the
Agency; and
| WHEREAS, the Amended Contract establishes the bower

credit per acre-foot of water as two dollars until all of the
facilities for generation of electirical energy in connection
with operation of initial project conservation facilities are
instalied and in operation, and provides for & redetermination
of such credit thereaiter to reflect accurately increases or
decreases from year to year in the power credit; and

WHEREAS, the provisions of the Amended Contract pro-
viding for or related to the power credit, surcharge and surcharge
credit have been susrended as to water deliverles during the years
prior to 1972 pending redeiermination of the power credlt and e
reevaluatlion of the merits of such contract provisions; and

WHEREAS, estimates indicete that the power credit will
be relatively nezgligible in amount and that edministrative costs
agsociated with the.power credit, surcharge and surcharge credit
provisions wlll be excessively burdensome to the Agency and its
water users; and

WHEREAS, the power credit; surcharge and surcharge
credit provislons rest on unclear, confused or mistaken premises
and should no longer be retained;

NOW, THEREFORE, it is mutually agreed as follows:

There are hereby deleted from the Amended Contract

the following:
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1., Article 30 entitled "Surcharge for Excess Use
of Project Water". |
2. The next-to-the-last sentence of the fifth paragraph
of subdivision (a) of Article 47, entitled "Surplus Water", which
reads as follows:
"A sufcharge shall be added to the rate for surplus .
water furnished to excess land in an amount and under
the conditions specified in Article 30 of this contract”.
3. Subdivision (b) of Article 47 entitled "Surcharge
Credit".
IN WITNESS WHEREOF, the parties hereto have executed

thlis contract amendment as of the date flrst above written.

Approved as to legal form . STATE OF CALIFORIIIA

and sufficiency: DEPARTMENT OF WATER RESOURCES
2L T

By i\"C:" ( W=~ gy '?ﬂ%ﬁfiﬁu@ﬁét'
Cnliej Counsel Director

Department of Water Resources

SAN BERNARDINO VALLEY MUNICIFAL

Attest: - WATER DISTRICT
R
-~ 3 . - | . ) )
By S O WA By Yo r 5T
. / /"‘ # /
(TitIE) Secret ry /,—-"(Title) President
Board of Directors Becard of Directors

Approved as to fornm
and execution:

T / ¢"‘f~——~ : 74—’
J /4 ,.{ L_.’A.C/;‘,v ) j/:’

By Lrr

. (Title) General Counsel
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STATE OF CALIFCRIIA
THE RESCURCES AGENCY
DEPARTMENT CF WATER RESOURCES

AMENDMENT 1i0. 8 TO WATER SUPFLY CONTRACT
BETWEZN THE STATE OF CALIFORNIA
DEPARTHMENT OF WATER RESOURCES AND
SAN BERWARDIND VALLEY MUNWICIPAL WATER DISTRICT

| ; ’
THIS CONTRACT, mads this‘éﬁfﬁéday OfH¢294ﬂ&ﬁV, 1¢€72,

pursuant to the provisions of the California Water Resources
Development Bond Act, the State Central Valley Project Act, and
other applicable laws of the State ¢f California, between the
State of California, acting by and through its Department of
Water Resources, herein referred to as the "State”, and

San Bernardino Valley Municipal Water District; herein referred
to as the "Agency";

WITNESSETH, Thav:

WHERZAS, the State and the Agency have entered inte
and subsequently amended a water supply ceniract providing that
the State will supply certain guantities of water to the Agsncy,
and providing that the Agency shall make certain payments to *he
State, and setting forth the fterms and conditions cf such supply
and such payment; and

WHEREAS, Article 28 of such water supply contract
provides that the State shall redetermine the annual amounts of
the Transportatfon Crarge in order that the charges to the

Agency may accurately reflect increases or decreases from year

to year in projected costs, ocutstanding reimbursable indebtedness.

of the State, annual entitlexn:nts, cstimated deliveries, nroject
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interest rate, and all other factors which dre determinative
of such charges; and

WHEREAS, Article 28 also provides that each such
redetermination shall include an adjustment of the components
of the Transportaticn Charge to be paid by the Agency for
succeeding years which shall account for differences, if any,
between projections used by the State in determining the
amounts of such cemponents for all preceding years and actual
costs incurred by the State during such years, but does not
specify the computational details or the method bf payment of
such adjustments; and

WHEREAS, the State has been including‘such adjustments
as "one-shot" credits or additional charges to be subtracted
from or added fo the Transportation Charge to be paid by the
Agency 1in the year fcllowing the redetefmination; and

WHEREAS, the magnitude of such adjustments together
with changes in other determinants of charges may be significantly
different in comparison with the amounts projected by the State
under previous determinations and could impair the planned fiscal
operations of the Agency, depending oﬁ the method of payment,
and the parties desire to amend the contract tc provide a methnod
of amortizing the payment éf the amounts of such differences
over two or more years, depending on the magnitude of thé
differences; and

WHEREAS, bookkeeping will be simplified 1if the amorti-

zation of the payments of the amounts of such differences is
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reflected solely in the capital cost component of the Trans-
portation Charge; &and

WHEREAS, the method of payment should apply regardless
of whether the adjustments tend to increase or to decrease the
Transportation Charge;

NOW THEREFORE, 1t is mutually agreed that effective
January 1, 1973, Article 28 of the Agency's Water Supply Contract
with the State is amended to read as follows:

28. Transportation Charge - Redetermination

(a) Determinative Factors Subject to Retro-
active Change

‘The Sfate shall redetermine the values and
amounts set forth in Tables B, C; D, E, F, and G of this contract
in the year following the year in which the State commences con-
struction of the project transportation facilities and each year
thereafter in order that the Transportation Charge to the Agency
and the components thereof may accurately reflect the increases
or decreaées from year to year in projected costs, outstanding
reimburseble indebtedness of the State incurred to construct the
project transportation facilities described in Tabvle I of this
contract, annual entitlements, estimated deliveries, project
interest rate, and all other factors which are determinative of
such charges. In addition, each such redetermination sheall
include an adjustment of the cbmponents of the Transportation
Charge to be pald by the Agency for succeeding years which shall
account for the differences, if any, between those factors used
by the State in determining the amounts of such components for

all preceding years and the factors as then currently known by
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the State., Such adjustment shall be computed by the State
and paid by the Agency or credited to the Agency's account in
the manner described in (b) and (c) below.

(p) Adjustment: Transportation Charge-Capital
Cost Ccmpenent

Adjustments for prior underpayments or
‘overpayments of the capital.cost component of the Transportation
Charge to the Agency, together with accrued interest charges
or credits thereon computed at the then current project interest
rate on the amount of the underpayment or overpayment and con-
pounded annually for the number of years from the year the
underpayment or overpayment occurred to and including the year
followlng the redetermination, shall be paid in the year follow-
ing the redetermination: Provided, That the-Agency may elect
to exercise the option whereby when the redetermined Transporta-
tion Charge for the following year, with adjustments, including
adjustments of the operation, maintenance, power, and replace-
ment components provided for in subdivision (c) of this article,
is more or less than the last estimate of the Charge provided
pursuant to Article 27 for the corresponding year, without
adjustments, an amount equal tc the total of such difference
gshall be deducted from or added to the adjusted capital cost
component for that year and paid or credited in accordance with

the following &chedule:

Percent that Transportation Period, in years, for
Charge differs from last amortizing the difference
estimate (+ or -) in indicated charge

for 10% or less . no amortization

o

more than 10%, but not more than 20%
more than 20%, but not more than 30% 3
more than 3C%, but not more than 40% k

more than 40%. ' 5
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Such payments or credits shall be in‘equal semi-annual amounts
of principal and interest on or before the 1s£ day of January
and the 1lst day of July, with interest computed at the project
interest rate and compounded annually, during varying-amortiza-
tion periods as set forth in the preceding schedule: Provided,
That for the purpose of determining the above differences in |
the Transportation Charge, the variable operation, mainfenance,
powef, and replacement component shall be computed on the basis
of the same estimated project water deliveries as was assumed in
computing pursuant to Article 26(c).

(¢) Adjustment: Transpvortation Charge-Minimum
and Variapnle Components

One-twelfth of the adjus;ments for prior
underpayments or overpayments of the Agency's minimum and
variable operation, power, and replacement components for each
year shall be added or credited to the corresponding ccmﬁbnents
to be paid in the corresponding month of the year following the
redetermination, together with accrued interest charges or
credits thereon computed at the then current project interest
réte on the amount of the underpayment or overpayment and
compounded annually for the number of years from the year the
underpayment or overpayment occurred to and including the year
following the redetermination.

"{4) Exercise of Option

The option provided for in subdivision (b)
above shall be exercised in writing on or before the January 1

due date of the first payment of the capital cost component of



the Transportation Charge for the year in which the option is

to become effective,

Such option, once having bteen exercised,

shall be applicable for all of the remaining years of the

project repayment period.

IN WITNESS WHEREOF, the parties hereto have executed

this contract on the date first above written.

Approved as to legal form
and sufficiency:

—

D
Chief Counses

Department of Wzater Resources

Attest:

) . \
By &( WL g
5\\
(Title) Seegetary

Approved as to form
and executlion:

5

by - o b [ LT

N

-(Title) General Counsel
-~

STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOQOURCES

sy 22l 200,

Director

SAN BERNARDINO VALLEY MUNICIPAL
WATER DISTRICT

f
ﬂTitle) President
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STATE OF CALIFORNIA
THE RESOURCES AGENCY
DEPARTMENT OF WATER RESOURCES

AMENDMENT NO. 9 TO WATER SUPPLY CONTRACT
BETWEEN THE STATE OF CALIFORNIA
DEPARTMENT OF WATER RESQURCES AND
SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT

THIS CONTRACT, made this 24th day of January , 1973,
pursuant to the provisions of the California Water Resources
Development Bond Act, the State Central Valley Project Act, and
other applicable laws of.the State of California, between the
State of California, acting by anéd through its Department of
Water Resources, herein referred to as the "State", and
San Bernardino Valley Municipal Water District, herein referred
to as the "Agency";

WITNESSETH, That:

WHEREAS, the State and the Agency have entered into
and subsequently amended a water supply contract proyiding that
the State will supply certain quantities of water to the Agency,
and providing that the Agency shall make certain payments to the
State, and setting forth the terms and conditions of such supply
and such payment; and

.WHEREAS, the annual entitlement for the first year
(1972) of water deliveries under the Agency's contract is 46,000
acre-feet; and '

WHEREAS, certain of the project facilities necessary to
commence initial deliveries of project water to the Agency were

not completed in sufficient time to allow the Agency to take
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delivery of all of its annual entitlement for 1372 on a reasonable
schedule; and

ﬁHEREAS, the Sﬁate has developed & proposed adjustment
of the Agency's 1972 entitlement taking into consideration the
monthly distribution of 1972 project water deliveries as requested
in its five-year delivery schedule submitted to the State in 1967;.
and |

WHEREAS, the Agency has requested that its annual
entitlement for the first year of water deliveries be decrezsed
accordingly; and

WHEREAS, the State has determined that a decrease frbm
46,000 acre-feet to 1,677 2cre-feet is justified and that allowing -
such a decrease in the Agency's 1972 annual entitlement will not
impair the financial feasibility of the project-facilities;

NOW THEREFOREZ, it is mutually agreed as follows:

Table A included in Article 6 of the Agency's water
supply contract is amended to read as follows:

TABLE A

ANNUAL ENTITLEMENTS :
SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT

Total Annual Amount
in acre-feet

1,677

48,000

50,000

- 52,500
55,000

27,500

1

2

5

6

g _ 0,002
62,500

9

10

11

12

13

Yezr

65,500
68,500
71,500
- T4,500
78,000
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14
15
16
17
18
19
20

And each succeeding year
thereafter, for the term
of this contract:

81,500
85,000
89,000
93,000
97,000
101,500
102, >600

102,600

IN WITNESS WHEREOF, the parties hereto have executed

this contract amendment on the date first above written.

Approved as to legal form
and sufficilency:

166

Department of Water Resources

STATE OF CALIFORNTA
DEPARTMENT OF WATER RESOURCES

By 1%??’;?¢Aié2Z'

Director

SAN BERMNARDINO VALLEY MUNICIPAL
WATER DISTRICT

Mw( a [MMM/

(Title) p§;;¥dent
W/ Board of Directors




THE RESOURCES AGENCY
DEPARTMENT OF WATER RESOURCES

AMENDMENT NO. 10 TO WATER SUPPLY CONTRACT
BETWEEN THE STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOQURCES AND
SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT

THIS CONTRACT, made thisqff /ﬁday of Q»n_ et /fﬁ@

pursuant to the provisions of the California Wétér ResourtCes

Development Bond Act, the State Central Valley Project Act, and
other applicable laws of the State of California, between the
State of California, acting by and through its Department of Water
Resources, herein referred to as the "State”, and San Bernardino
Valley Municipal Water District, herein referred to as the
“"Agency”;

WHEREAS, the State and the Agency have entered intq and
subsequently amended a water supply contract providing that the
State will supply certain quantities of water to the Agency, and
providing that the Agency shall make certain payments to the
State, and setting forth the terms and conditions of such supply
and such payment; and

WHERFAS, the State and the Aagency desire bto make ceortain
changes and additions to such contract, while otherwise continuing
the contract in full force and effect;

NOW, THEREFORE, it is mutually agreed that the following
changes and addipions are hereby made to the Agency's water
supply contract with the State; |

1. Subdivision v of Article 1 of the Agency's Water

arole Jongeass yisn Rhe Statre 19 amended o reoa?t 25 fellows:
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(v) Project Repavment Period

"Project repayment period" shall mean that period of
years commencing on January 1, 1961, and extending until
December 31, 2035; Provided, that whenever construction of any

project facilities is financed by a bond issue with maturity dates

latef than December 31, 2035, whether the bonds are issued

pursuant to the Bond Act or other authqrity, repayment of the
costs of such facilities shall be extended to end on the date of
the latest maturities of the bonds with which construction of such
facilities is financed.

2. Article 2 of the Agency's Water Supply Contract
with the State is amended to read as follows:

{2) Term of Contract

This contract shall become effective on the date first
above written and shall remain in effect for the longest of the
following:

1. The project repayment period

2. 75 years

3. The period ending with the latest maturity date of
any bond igsue uvsed to finance the construction costs of project

facilities.



IN WITNESS WHEREOF, the parties hecreto have execcuted

this contract amendment on the date first above written.

Approved as to legal form STATE OF CALIFORNIA
and sufficiency: DEPARTMENT OF WATER RESQURCES
‘\g:%:‘ ’ CHMM/\Aéﬂﬁ=a_—_ by _
Chlef Counsel irector

Department of Water Resources

SAN BERNARDINO VALLEY
MUNICIPAL WATER DISTRICT

by%lh(i‘ig{u\_,(t‘ L )

Fred Oldendorf, Jr. /r ‘ ‘1

Title President

lge
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STATE OF CALIFORNIA
THE RESOURCES AGENCY
DEPARTMENT OF WATER RESQURCES

AMENDMENT NO. 11 TO WATER SUPPLY CONTRACT
BETWEEN THE STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES AND THE
SAN BERNARDINC VALLEY MUNICIPAL WATER DISTRICT

o7

-

THIS CONTRACT, made this — ~  day of =< .. ,

_—

197, pursuant to the provisions of the California Water Resources
Development Bond Act, the State Central Valley Project Act, and
other applicable laws of the State of California, between the
State of California, acting by and through its Department of Water
Resources, herein referred to as the "State", and San Bernardino
Valley Municipal Water District, herein referred to as the
"District";

WHEREAS, the State and the District have entered into
and subsegquently amended a water supply contract providing that
the State will supply certain quantities of water to the District,
and providing that the District shall make certain payments to the
State, and setting forth the terms and conditions of such supply
and such payment; and

WHEREAS, the State and the District desire to make
certain changes and additions to such contract, while otherwise
continuing the contract in full force and effect;

NOW, THEREFORE, it is mutually agreed that the following
changes and additions are hereby made to the District's water

supply contract with the State:



1. Article 1(e) is amended to read:

{e) “Project facllities" shall mean those facilities of
 the system which will, in whole or in part, serve the purposes of
this contract by conserving water and making it available for use
in and above the Delta and for export from the Delta and from such
-additional facilities as are defined in Article 1(h)(2) herein,
and by conveying water to the District, Said project facilities
shall consist specifically of “project conservation fécilities”
and "project transportation facilities", as hereinafter defined.

2. Article 1(h) is amended to read: -

(h) "Aadditional project conservation facilities" shall
mean the following facilities and programs which will serve the
purpose of preventing any reduction in the minimum project yield
as hereinafter defined:

{1) Those project facilities specified in Sec-
tion 12938 of the Water Code;

(2) Those facilities and programs described in
(a), (B), (C), (D), and (E) below which, in the State's determina-
tion, are engineeringly feasible and capable of producing project
water which is economically competitive with alternative new water
supply sources, provided that, in the State's determination, the
construction and operation of such facilities and programs will
not interfere with the requested deliveries of annual entitlement
to any contractor other than the sponsoring contractor, and will
not result in any greater annual charges to any contractor other
than the sponsoring contractor than would have occurred with the

construction at the same time of alternative new water supply
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sources which are either reservoirs located north of the Delta or
of f~Aqueduct storage reservoirs located south or west of the Delta
designed to supply water to the California Aqueduct.. The follow-
ing facilities and programs shall hereinafter be referred to as
"Local Proijects":

(A) On-~stream and off-stream surface storage
reservoirs not provided for in Section 12938 of the Water Code,
that will produce project water for the System for a period of
time agreed to by the sponsoring contractor;

(B) Ground water storage facilities that will
produce project water for the System for a period of time agreed
to by the sponsoring contractor;

(C) Waste water reclamation facilities that
will produce project water for the System for a period of time
agreed to by the sponsoring contractor;

{D) wWater and facilities for delivering water
purchased by the State for the System for a period of time agreed
to by the sponsoring contractor; provided that the economic test
specified herein shall be applied to the cost of these facilities
together with the cost §f the purchased water; and

(E) Future water conservation programs and
facilities that will reduce demands by the sponsoring contractor
for project water from the System for a period of time agreed to
by the sponsoring contractor and will thereby have the effect of
increasing project water available in the Delta for distribution.

(3} whether a Local Project described in (2) above

shall be considered economically competitive shall be determined



by the State by comparing, in an engineering and economic
analysis, such Local Project with alternative new water supply
sources which are either reservéi:s located north of thg Delta or
off~-Aqueduct storage reservoirs located south or west of the Delta
designed to supply water to the California Aqueduct.’ The-anaiysis
for such alternative new water supply sources shall use the
average cost per acre-foot of yield in the latest studies made for
such sources by the State and shall compare those facilities with
the proposed Local Project using commonly accepted engineering
economics. In the case of a Local Project to be funded in part by
the State as part of the System and in part from other sources,
the economic analysis specified herein shall be applied only to
the portion to be funded by the State as part of the System.
{4) The Local Projects in (2) above shall not be
constructed or implemented unless or until:
(A) The sponsoring contractor signs a written
agreement with the State which:
{i) Ceontains the sponscring contractor's
approval of such facility or program.
| (1i) Specifies the yield and the period
of time during which the water from the Local Project shall
constitute project water; and
(iii) Specifies the disposition of such
Local Project or of the yield from such Local Project upon the
expiration of such period of time; and
(B} All contractors within whose boundaries

any portion of such Local Project is located, and who are not
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sponsoring contractors for such Local Project give their written
approval of such Local Project.

| (5)- "Sponsoring contractor" as used in this Art-
icle 1{h) shall mean the contractor or contractoré who either will
receive the yield from facilities described in 2{(aA), {B), (C), or
(D) above, or agree to reduce demands for project water from the
System pursuant to 2(E) above.

. {(6) In the event of a shortage in water supply
within the meaning of Article 18{a), the determination of whether
to count, in whole or in part, the yield from facilities described
in 2¢a), (B), (€), or {D) above, or the reduced deménd from future
conservation programs described in Z(E) above in the allocation of
deficiencies among contractors will be based on a project-by-
project evaluation taking into consideration such factors as any
limitation on the use of the water from such facilities and
whether the sponsoring contractor has access to project water from
the Delta as an alternate to such facilities.

3. Article 1({i) is amended to read:

(i) “"Project transportation facilities" shall mean the
following project facilities:

{1) Aall those facilities specified in subparagraph

(2) of Section 12934(d) of the Water Code except: The reservoir
near Los Banos in Merced County; the reach of the San Joaquin
Valley-Southern California Agueduct extending from the Delta to
the reservoir neér Los Banos in Merced County, to the extent
required for water conservation as determined by the State; the

North Bay Agueduct extending to a terminal reservoir in Marin
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County; the South ﬁay Aqueduct extending to terminal reservoirs in
the Counties of Alameda and Santa Clara; the Pacheco Pass Tunnel
Aqueduct extending from a reservoir near Los Banos in Merced
County to a terminus in Pacheco Creek in Santa Clara County; and
the Coastal Aqueduct beginning on the San Joaquin Valley-Southern
California Aqueduct in the vicinity of Avenal, Kings County, and
extending to a tefminus at the Santa Maria River; and the West
Branch Aqueduct extending from the South Portal of the Tehachapi
Tunnels to a terminus in the vicinity of Newhall, Los Angeles
County. -

(2) Facilities for the generation and transmission
of electrical energy of the following types: |

(A) Hydroelectric generating and transmission
facilities, whose operation is dependent on the transportation of
project water, or on releases to channels downstream of project
facilities defined under (1) above. Such facilities shall be
called "project aqueduct power recovery plants.”

(B} All other generating and associated
transmission facilities, except those dependent on water from
project conservation facilities, for the generation of power.
These facilities shall be called "off-aqueduct power facilities®
and shall consist of the State's interest in the Reid-Gardner and
any other generating and associated transmission facilities, con-
strgcted or financed in whole or in part by the State, which are
economically competitive with alternative power supply sources as

determined by the State.
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(3) Those facilities specified in subparagraph (7)
of Section 12934(d) of the Water Code which are necessary and
appurtenant to the facilities inclﬁded under (1) and {(2) above.

4. Article 1(s) is amended to read:

(s) 'Project'interest rate" shall mean the weighted
average interest rate of (1).through {6) below computed by
@iﬁiding (i) the total interest cost reqguired to be paid or
credited by the State during the life of the -indebtedness or
advance by (ii) the total of the products of the various principal
amounts and the respective terms in years of all such amounts:

(1) general obligation bonds issued by the State
under the Bond Act,

(2) revenue bonds ;ssged-by the State under the
Central ?alley Proiject Act after May 1, 1369,

(3) bonds issued by the State under any other
authority granted by the Legislature or the voters,

(4) bonds issued by any agency, district, polit-
ical subdivision, public corporation, or nonprofit
corporation of this State,

~{5) funds advanced by ahy contractor without the
actual incurring of bonded debt thesrefor, for which the net
interest cost and terms shall be those which would have
resulted if the contractor had sold bonds for the purpose of
funding the advance, as determined by the State, and

(6) funds borrowed from the General Fund or other
funds in the Treasury of the State of California, for which

the total interest cost shall be computed at the interest
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rate earned over the period of such borrowing by moneys in

the Pooled Money Investment Account of such Treasury invested

in securities,
to the extent the proceeds of any such bonds, adv&nces or loans
are for constructicn of the State Water Facilities defined in
Section 12934(4d) of the Water Code, the additional project
conservatjion facilities, and the supplemental conservation
facilities, (except off-aqueduct power facilities and advances for
delivery structures, measuring devices and excess capacity) and
withdut regard to any premiums received on the sale of bonds qnder
.item (1) above. The "project interest rate" shall be computed as
a decimal fraction to five places,

5. Subdivision (h) is added to Article 22 to read:
(h} The determination of theirate for water under the

Delta Water Charge shall be made by including the appropriate
costs and quantities of water, calculated in accordance with
subdivisions (¢}, {d) and {e) above, for all additional project
conservation facilities as defined in Article 1(h) hereinabove.
In the event a Local Project as defined in Artiecle 1({(h)(2) will,
pursuant to written agreement between the State and the sponsoring
contractor, be considered and treated as an additional project
conservation facility for less than the estimated l1ife ¢f the
facility, the rate under the Delta Water Charge will be determined
on the basis of that portion of the appropriate cost and water
supply associated with such facility as the pericd of time during
which such facility shall be considered as an additional project

conservation facility bears to the estimated life of such
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facility. No costs for the construction or implementation of any
Local Project are to be included in the Delta Water Charge unless
and until the written agreement required by Article 1(h) has been
entered into.

6. Subdivision {i) is added to Article 22 to read:

(i) In calculating the rate for project water to be
paid by each contractor for the Delta Water Charge under subdivi-
gions kc), (df and (e) above, the component for operatiqn, mainte-
nance, power and replacement costs shali include, but not be
limited to, all costs to the State incurred in purghasing water,
which is competitive with alternative sources as determined by the
State, for delivery as project water.

7. Subdivision (f) is added to Article 24 to read:

(£) The capital costs of project aqueduct power recov-
ery plants shall be charged and allocated in accordance with this
Article 24. The capital costs of off-agqueduct power facilities
shall be charged and allocated in accordance with Article 25(d).

8. Subdivision {d) is added to Artigle 25 to read:

(d} Notwithstanding the provisions of subdivisions (a)
and (b) of this article, or of Article 1(t), the costs of off-
aqueduct power facilities shall be determined and allocated as
follows:

(1) The off-aqueduct power c¢osts shall include all
annual costs the State incurs for any off-aqueduct power facility,
which shall include, but not be limited to, power purchases, any
annual principal and interest payments on funds borrowed by or

advanced to the State, annual principal and interest on bonds
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issued by the State or other agency, or under revenue bond
financing contracts, any requirements for coverage, deposits to
reserves, and associated operation and maintenance costs of such
facility, less any credits, interest earnings, or other monies
received by the State in connection with such facility. 1In the
event the State finances all or any part of an off-agueduct power
facility directly from funds other than bonds or borrowed funds,
in lieu of such annual princ¢ipal and interest payments, the repay-
ment of capital costs as to that part financed by such other funds
shall be determined on the basis of the schedule that would have
been required under Article 24.

(2) The annual costs of off-aqueduct power facil-
ities as c&ﬁputed in {1) above shall initially be allocated among
contractors in amounts which bear the same proportions to the
total amount of such power costs that the total estimated
electrical energy (kilowatt hours) regquired to pump through proj-
ect transportation facilities the desired delivery amounts of
annual entitlements for that year, as submitted pursuant to
Article 12(a)(1) and as may be modified by the State pursuant to
Article 12(a)(2), bears to the total estimated electrical energy
(kilowatt hours) required to pump all such amounts for all
contractors through préject transportation facilities for that
year, all as detsrmined by the State.

{3) An interim adjustment in the allocation of the
power costs calculated in accordance with (2) above, may be made
in May of each year based on April revisions in approved schedules

of deliveries of annual entitlement for such year. A further

179










































































































































conditions consistent with this Article 12(e} that would govern
the delivery of the Carry—ovef Entitlement Water,

The Agency agrees to pay all significant
identifiable costs associated with its Carry-over Entitlement
water, as determined by the State.

All scheduling and delivery of Carry-over
Entitlement Water shall be carried out pursuant to the provisions
cf this contract.

The Agency agrees to forego the delivery of any
Carry-over Entitlement Water that is lost because of project

operations or is not delivered by March 31 of the next Yyear.
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Any Carry-over Entitlement Water foregoﬁe by the
Agency will become a part of the current vear's total project
supply. |
WITNESS WHEREOF, the parties'have executed this contract on
the date first above written.

Approved as to legal form STATE OF CALIFORNIA
and suffjciency; DEPARTMENT OF WATER RESQURCES

A@ﬁﬁgChEEE Counsel T~ Director D)

Department of Water Resources

Attest: SAN BERNARDINO VALLEY MUNCIPAL

bl .

———

7 -~

Name

Secretary, Board of Directors President, Board of Directors
Title Title

February 19, 1991 February 1%, 1991

Date Date

F
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STATE OF CALIFORNIA
THE RESQURCES AGENCY
DEPARTMENT OF WATER RESOURCES

AMENDMENT NO. 15 (THE MONTEREY AMENDMENT)
TO WATER SUPPLY CONTRACT BETWEEN THE
STATE OF CALIFORNIA DEPARTMENT CF
WATER RESOURCES AND SAN BERNARDINO VALLEY MUNICIPAL WATER
DISTRICT

THIS AMENDMENT to the Water Supply Contract is made this
day of 7%%)2%% , 1959; pursuant to the

provisions of the California Water Resources Development Bond Act,

the Central Valley Project Act, and other applicable laws of the
State of California, between the State of California, acting by and
through its Department of Water Resources, herein referred to as the
"State", and San Bernardino Valley Municipal Water District, herein
referred to as the "District".

RECITALS:

WHEREAS, the State and the District have entered into and
subsequently amended a water supply contract providing that the
State will supply certain quantities of water to the District, and
providing that the District shall make certain payments to the
State, and setting forth the terms and conditions of such supply and
such payment; and

WHEREAS, on December 1, 1894, representatives of the
contractors and the State executed a document entitled "Monterey
Agreement - Statement of Principles - By the State Water Contractors
and the State of California Department of Water Resources For
Potential Amendments To The State Water Supply Contracts" (the

"Monterey Agreement™); and

SBVMWD
LEFAL FILE 1666
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WHEREAS, the contractors and the State have negotiated an
amendment to the water supply contracts to implement provisions of
the Monterey Agreement (the "Monterey Amendment"); and

WHEREAS, the State and the District desire to implement such
provisions by incorporating this Monterey Amendment into the water
supply contract;

NOW, THEREFORE, IT IS MUTUALLY AGREED that the following
changes and additions are hereby made to the District's water supply

contract with the State:

1. Article 1{d) is amended to read:

(d) Contractor

"Contractor" shall mean any entity that has executed, or is
an assignee of, a contract of the type published in Department of
Water Resources Bulletin No. 141 dated November 1965, with the
State for a dependable supply of water made available by the System,
except such water as is made available by the facilities specified

in S8ection 12934 (d) (6) of the Water Code.

2. Article 1(1) is amended toc read:

(1) Minimum Project Yield

"Minimum project yield" shall mean the dependable annual
supply of ©project water to be made available, estimated to be
4,185,000 acre-feet per year, said amount to be determined by the
State on the basis of coordinated operation studies of initial
project conservation facilities and additional project conservation

facilities, which studies shall be based upon:
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(1) The estimated relative proportion of deliveries for
agricultural use to deliveries for municipal use for the year 1990,

and the éharacteristic distributions of demands feor these two uses

throughout the year.

(2) Agreements now in effect or as hereafter amended or
supplemented between the State and the United States and others
regarding the diversion or utilization of waters of the Delta or

streams tributary thereto.

3. Article 1(hh) is amended to read:

(hh) Water System Facilities

(hﬁ) "Water System Facilities" shall mean the following
facilities to the extent that they are financed with water system
revenue bonds or to the extent that other financing of such
facilities is reimbursed with proceeds from water system revenue
bonds:

{1) The North Bay Aqueduct,

{(2) The Coastal Branch Aqueduct,

{3) Delta Facilities, including Suisun Marsh
facilities, to serve the purposes of water conservation in
the Delta, water supply in the Delta, transfer of water
across the Delta, and mitigation of the environmental effects
of project facilities, and to the extent presently authcrized
as project purposes, recreation and fish and wildlife
enhancement,

(4) .Local projects as defined in Article 1(h) (2)
designed to develop no more than 25,000 acre-feet of project

yield from each project,
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(5} Land acquisition prior to December 31, 1995, for
the Kern Fan Element of the Kern Water Bank,

{(6) Additional pumps at the Banks Delta Pumping Plant,

{7) The transmission line from Midway to Wheeler Ridge
Pumping Plant,

(8) Repairs, additions, and betterments to conservation
or transportation facilities existing as of January 1, 1987,
and to all other facilities described in this subarticle (hh)
except for item (5),

{9) A project facilities corporation yard, and

{(10) A project facilities operation center.

4. Article 1(jj) is added to read:

{(jj) Interruptible water

"Interruptible water" shall mean project water available as
determined by the State that is not needed for fulfilling
contractors' annual entitlement deliveries as set forth in their
water delivery schedules furnished pursuant to Article 12 or for
meeting project operational requirements, including storage goals

for the current or following years.

5. Article 1(kk) is added to read:

{kk) Nonproject water

"Nonproject water" shall mean water made available for
delivery to contractorxs that is not project water as defined in

Article 1(k).
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6.

(11)

substantially similar amendments to other contractors' water supply

contracts that include, among other provisions, the addition of

Article 1(11l) is added to read:

"Monterey Amendments" shall mean this amendment and

Articles 51 through 56.

7.

4.

By written notice to the State at least six (6) months prior
to the expiration of the term of this contract,

elect to receive continued service after expiration of said term

Article 4 is amended to read:

OPTION FOR CONTINUED SERVICE

under the following conditions unless otherwise agreed to:

(1)

(2)

(3)

(4)

{5)

Service of water in annual amounts up to and
inecluding the District's maximum annual
entitlement hereunder.

Service of water at no greater cost to the
District than would have been the case had this
contract continued in effect.

Service of water under the éame physical
conditions of service, including time, place,
amount and rate of delivery, as are provided for
hereunder.

Retention of the same chemical quality objective
provision as is set forth herein.

Retention of the same options to utilize the
project transportation facilities as are provided
for in Articles 18 (c) and 55, to the extent such

options avre then applicable.

the District may
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Other terms and conditions of the continued service shall be
reasonable and equitable and shall be mutually agreed upon. In the
event that said terms and conditions provide for continued service
for a limited number of years only, the District shall have the same
option to receive continued service here provided for upon the

expiration of that and each succeeding period of continued sexrvice.

8. Article 7(a) is amended to read:

(a) Changes in Annual Entitlements

The District may, at any time or times during the term of this
contract, by timely written notice furnished to the State, request
that project water be made available to it thereafter in annual
amounts greater or less than the annual entitlements desiénated in
Table A of this contract. Subject to approval by the State of any
such request, the State's construction schedule shall be adjusted
to the extent necessary to satisfy the request, and the requested
increases or decreases 1in said annual entitlements shall be
incorpofated in said Table A by amendment therecf. Requests for
changes in annual entitlements for more than one year shall be
approved by the State: Provided, That no change shall be approved
if in the judgment of the State it would impair the financial

feasibility of project facilities.

g. The title of Article 12 is amended to read "Priorities,

Amounts, Times and Rates of Deliveries".
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10. Article 12(a})(2) is amended to read:

(2) Upon receipt of a preliminary schedule the State shall
review it and, after consultation with the District, shall make such
modifications in it as are necessary to insure the delivery of the
annual quantity allocated to the District in accordance with
Article.ls and to insure that the amounts, times, and rates of
delivery to the District will be consistent with the State's overall
delivery ability, considering the then current delivery schedules
of all contractors. On or before December 1 of each year, the State
shall determine and furnish to the District the water delivery
schedule for the next succeeding year which shall show the amounts
of water to be delivered to the District during each month of that

year.
11. Article 12(d) iz deleted.

12. Article 12(f) is added to read:

(f} Priorities

Each year water deliveries to the contractors shall be in
accordance with the following priorities to the extent there are
conflicts:

First, project water to meet scheduled deliveries of
contractors' annual entitlements for that year.

Second, interruptible water to the extent contractors' annual
entitlements for that year are not met by the first priority.

Third, project water to fulfill delivery requirements pursuant

to Article 14 (b).
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Fourth, project water previously stored pursuant to Articles
12(e) and 56.

Fifth, nonproject water to fulfill contractors' annual
entitlements for that year not met by the first two priorities.

Sixth, additional interruptible water delivered to contractors
in excess of their annual entitlements for that year.

Seventh, additional nonproject water delivered to contractors

in excess of their annual entitlements for that year.

13. Article 14 is amended to read:

Curtailment of Delivery

(a) State May Curtail Deliveries

The State may temporarily discontinue or reduce the delivery
of project water to the District hereunder for the purposes of
necessary investigation, inspection, maintenance, repair, or
replacement of any of the project facilities necessary for the
delivery-of project water to the District, as well as due to outages
in, or reductions in capability of, such facilities beyond the
State's control or unuseability of project water due to an emergency
affecting project facilities. The State shall notify the District
as far -in advance as possible of any such discontinuance or
reduction, except in cases of emergency, in which case notice need
not be given.

{b) District May Receive Later Delivery of Water Not

Delivered

In the event of any discontinuance or reduction of delivery

of project water pursuant to subdivision (a) of this article, the

District may elect to receive the amount of annual entitlement which

otherwise would have.been delivered to it during such period under
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the water delivery schedule for that year at other times during the
year or the succeeding year to the extent that such water is then
available and such election is consistent with the State's overall
delivery ability, considering the then current delivery schedules

of annual entitlement to all contractors.

14. Article 1l6(a) is amended to read:

(a) Limit on Total of all Maximum Annual Entitlements

The District's maximum annual entitlement hereunder, together
with the maximum annual entitlements of all other contractors, shall
aggregate no more than the minimum project yield as defined herein

and in no event more than 4,185,000 acre-feet of project water.

15. Article 18 is amended tec read:

18. SHORTAGE IN WATER SUPPLY

(a) Shortages; Delivery Priorities

In any year in which there may occur a shortage due to drought
or any other cause whatscever, in the supply of project water
available for delivery to the contractors, with the result that such
supply is less than the total of the annual entitlements of all
contractors for that year, the State shall allocate the available
supply in proportion to each contractor's annual entitlement as set
forth in its Table A for that year and shall reduce the allocation
of project water to each contractor using such water for
agricultural purposes and to each contractor using such water for
other purposes by the same percentage of their respective annual
entitleménts for that year: Provided, that the State may allocate

on some other basis if such is required to meet minimum demands of
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contractors for domestic supply, fire protection, or sanitation
during the year. If a contractor is allocated more water than it
requested, the excess water shall be reallocated among the other
contractors in proportion to their annual entitlements as provided
for above. The foregoing provisions of this subdivision shall be
inoperative to the extent necessary to comply with subdivision (c)
of this article and to the extent that a contractor's annual
entitlement for the respective year reflects established rights
under the arxea of origin statutes precluding a reduction in
deliveries to such contractor.

(b} - Deleted

(c) Permanent Shortage; Contracts for Areas-of-Origin

In the event that the State, because of the establishment by
a party of a prior right to water under the provisions of Sections
11460 through 11463 of the Water Code, enters into a contract with
such parfy for a dependable supply of project water, which contract
will cause a permanent shortage in the supply of project water to
be made available to the District hereunder:

(1) The State shall: (i) equitably redistribute the costs of
all transportation facilities included in the System among all
contractors for project water, taking into account the diminution
of the supply to the District and other prior contractors in
accordance with the terms of their contracts, and (ii) revise the
District's annual entitlements and maximum annual entitlement, by
amendment of Table A of this contract to correspond to the reduced
supply of. project water to be made available to the District:
Provided, That such redistribution of costs of transportation

facilities shall not be made until there has been reasonable

10
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opportunity for the District to exercise the option provided for in
{2) below, and for other prior contractors to exercise similar
optionsh

(2) The District, at its option, shall have the right to use
any of the project transportation facilities which by reason of such
permanent shortage in the supply of project water to be made
available to the District are not required for delivery of project
water to the District, to transport water procured by it from any
other source: Provided, That such use shall be within the limits
of the capacities provided in the project transportation facilities
for service to the District under this contract: Provided further,
That, except to the extent such limitation in Section 12931 of the
Water Code be changed, the District shall not use the project
transportation facilities under this option to transport water the
right to which was secured by the District through eminent domain
unless such use be approved by the Legislature by concurrent
resolution with a majority of the members elected to each house
voting in favor thereof. This option shall terminate upon a
redistribution of costs of transportation facilities by the State
pursuant to (1) above. In the event that this option is exercised,
the State shall take such fact into account in making such
redistribution of costs, and shall offset such use as is made of the
project transportation facilities pursuant thereto against any
reduction in the District's payment obligation hereunder resulting

from such redistribution of costs.

11
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{(d) Reinstatement of Entitlements

If after any revisiqn of annual entitlements and maximum
annual entitlements pursuant to subdivision (c) of this article,
circumstances arise which, in the judgment of the State, justify a
revision upward of the same, the State shall, with the consent of
the affected contractor, reinstate proportionately the previously
reduced entitlements of such contractor to the extent deemed
justified, and shall equitably redistribute the costs of the project
transportation facilities if inequities would otherwise occur as a
result of such reinstatement of entitlements.

(e} Advance Notice of Delivery Reductions

The State shall give the District written notice as far in
advance as possible of any reduction in deliveries to it which is
to be made under subdivision {a) of this article and, to the extent
possible, shall give the District written notice five (5) years in
advance of any reduction in its annual entitlements and maximum
annual entitlement under subdivision (¢} of this article. Reports
submitted to the District pursuant to Article 16 (c) may constitute
such notices.

(f) No Liability for Shortages

Neither the S8State nor any of its officers, agents, or
employees shall be liable for any damage, direct or indirect,
arising from shortages in the amount of water to be made available
for delivery to the District under this contract caused by drought,
operation of area of origin statutes, or any other cause beyond its

control.

12
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16. 01d Article 21 "Sale of Surplus Water" is deleted and
replaced by new Article 21 "Interruptible Water Service"
to read:

21. Interruptible Water Service

(a) -Allocation of Interruptible Water

Each year from water sources available to the project, the

State shall make available and allocate interruptible water to
contractors in accordance with the procedure in Article 18(a).
Allocations of interruptible water in any one year may not be
carried over for delivery in a subsequent year, nor shall the
delivery of interruptible water in any year impact a contractor's
approved deliveries of annual entitlement or the contractor's
allocation of water for the next year. Deliveries of interruptible
water in excess of a contractor's annual entitlement may be made if
the deliveries do not adversely affect the State's delivery of
annual entitlement to other contractors or adversely affect project
operations. Any amounts of water owed to the District as of the
date of this amendment pursuant to former Article 12(d), any
contract provisions or letter agreements relating to wet weather
water, and any Article 14(b) balances accumulated prior to 1995, are
canceled. The State shall hereafter use its best efforts, in a
manner that causes no adverse impacts upon other contractors or the
project, to avoid adverse economic impacts due to a contractor's
inability to take water during wet weather.

(b) Rates

For any interruptible water delivered pursuant to this

article, contractors shall pay the State the same (including

adjustments) for :power resources (including on-aqueduct,

13
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off-aqueduct, and any other power) incurred in the transportation
of such water as if such interruptible water were entitlement water,
as well as all incremental operation, maintenance, and replacement
costs, and any other incremental costs, as determined by the State.
The State shall not include any administrative or contract
preparation charge. Incremental costs shall mean those nonpower
costs which would not be incurred if interruptible water were not
scheduled for or delivered to the contractor. Only those
contractors not participating in the repayment of the capital costs
of a reach shall be required to pay any use of facilities charge for
the delivery of interruptible water through that reach.

(c}) Contracts

To obtain a supply of interruptible water, a contractor shall
execute ‘a further contract with the State which shall be in
conformity with this article and shall include at least provisions
concerning the scheduling of deliveries of interruptible water and

times and methods of payment.

17. Article 22(j) is amended to read:

(§) Notwithstanding provisions of Article 22(a) through (i),
the capital cost component and the minimum OMP&R component of the
Delta Water Charge shall include an annual charge to recover the
District's share of the conservation portion of the water system
revenue bond financing costs. Charges to the District for these
costs shall be calculated in accordance with provisions 1in
Article 50 of this contract. Charges for the conservation portion
of the water system revenue bond financing costs shall not be

affected by any reductions in payments pursuant to Article 51.

14
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18. The first paragraph of Article 24(b) is amended to read:

(b} In the first step, the total amount of capital costs of
each aqueduct reach to be returned to the State shall be allocated
among all contractors entitled to delivery of project water from or
through the reach by the proportionate use of facilities method of
cost allocation and in accordance with (1) and (2) below. The
measure of the proportionate use of each contractor of each reach
shall be the average of the following two ratios: (i) the ratioc of
the contractor's maximum annual entitlement to be delivered from or
through the reach to the total of the maximum annual entitlements
of all contractors to be delivered from or through the reach from
the year in which charges are to be paid through the end cf the
project repayment period and (ii) the ratio of the capacity provided
in the reach for the transport and delivery of project water to the
contractor to the total capacity provided in the reach for the
transport and delivery of project water to all contractors served
from or through the reach from the year in which charges are to be
paid through the end of the project repayment period. Allocations
of capital costs to the District pursuant hereto shall be on the
basis of relevant values which will be set forth in Table B of this
contract by the State as soon as designs and cost estimates are
preparedlby it subsequent to receipt of requests from the District
as to the maximum monthly delivery capability to be provided in each
aqueduct reach of the project transportation facilities fer the
transport and delivery of project water to the District, pursuant
to Article 17(a): Provided, That these values shall be subject to.
redetermination by the State in accordance with Article 28: Provided

further, That the principles and procedures set forth in this

15
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subdivigion shall be controlling as to allocaticns of capital costs
to the District. Proporticnate use of facilities factors for prior
years shall not be adjusted by the State in response to changes or
transfers of entitlement among contractors unless otherwise agreed
by the State and the parties to the transfer and unless there is no

impact on past charges or credits of other contractors.

19. Article 24(h) is amended to read:

{h) Notwithstanding provisions of Article 24 (a) through (d},
the capital cost component of the Transportation Charge shall
include an annual charge to recover the District's share of the
transportation portion of the water system revenue bond financing
costs. Charges to the District for these costs shall be calculated
in accordance with the provisions of Article 50 of this contract.
Charges for the transportation portion of the water system revenue
bond financing costs shall not be affected by any reductions in

payments pursuant to Article 51.

20. Article 25{(d) (3) is amended tc read:

(3) An interim adjustment in the allocation of the power costs
calculated in accordance with (2) above, may be made in May of each
year based on April revisions in approved schedules of deliveries
of project and nonproject water for contractors for such year. A
further adjustment shall be made in the following year based on
actual deliveries of project and nonproject water for contractors
provided, however, in the event no. deliveries are made through a
pumping plant, the adjustments shall not be made for that year at

that plant.

16
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21, Article 50(j) is added to read:
(i) Amounts payable under this article shall not be affected

by any reductions in payments pursuant to Article 51.

22. Article 51 is added to read:

51. FINANCIAL ADJUSTMENTS

(a) General Operating Account

(1) The State shall maintain a General Operating Account to
provide the moneys needed to pay obligations incurred by the State
of the types described in Water Code sections 12937(b) {1} and (2}
in the event of emergency or cash flow shortages.

(25 An initial deposit of $15 million shall be made available
from revenue bond reserves that are no longer reguired by revenue
bond covenants and that would otherwise be credited to the
contractors including the District. In 1998 or when the funds
become available an additional $7.7 million will be deposited in the
General Operating Account from revenue bond reserves that are no
longer required by revenue bond covenants and that would otherwise
be credited to the contractors including the District, bringing the
deposits to. that account under this article to $22.7 wmillion.

(3) The balance in the General Operating Account will
increase pursuant to subdivision (e) (3)(v) of this article to an
amount determined by the State but not in excess of $32 million.
However, after the year 2001, the maximum amount of the fund may
increase or decrease annually by not more than the same percentage
as the increase or decrease in the charges, other than power charges

for pumping water, to all the contractors for the previous year from

17
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the chafges for the year before that for obligations under
subdivisions (c} (2) (ii) and (iii) of this article.

{b) State Water Facilities Capital Account

(1) The State shall establish a State Water Facilities
Capital Account to be funded from revenues available under Water
Code section 12937(b) (4). Through procedures described in this
article and as limited by this article, the State may consider as
a revenue need under subdivision {(c) (2) (v) of this article and may
deposit in the State Water Facilities Capital Account the amounts
necesgsary to pay capital costs of the State Water Facilities for
which neither general obligation bond nor revenue bond proceeds are
avallable, including but not limited to planning, reconnaissance and
feagibility studies, the San Joagquin Valley Drainage Program and,
through the year 2000, the CALFED Bay-Delta Program.

(2) The Director of the Department of Water Resources shall
fully consult with the contractors and consider any advice given
prior to depositing funds into this account for any purposes.
Deposits into this account shall not exceed the amounts specified
in subdivision (c¢) (2) (v) of this article plus any amounts determined
pursuant to subdivision (e} (1) (iii) of this article.

(3) The State shall use revenue bonds or other sources of
moneys rather than this account to finance the costs of construction
of any major capital projects.

{c} Calculation of Financial Needs

(1) Each year the State shall calculate in accordance with
the timing provisions of Articles 29 and 31 the amounts that would
have been charged (but for this article) to each contractor as

provided in other provisions of this contract.

18
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(2) Each year the State shall also establish its revenue
needs for the following year for the following purposes, subject to
the following limitations:

{i} The amount required to be collected under the
provisions of this contract, other than this article, with respect
to all revenue bonds issued by the State for Project Facilities.

(ii) The amount required for payment of the reascnable
costs of the annual maintenance and operation of the State Water
Resources Development System and the replacement of any parts
thereof as described in Water Code section 12937(b) (1). These costs
shall ndt include operation and maintenance costs of any Federal
Central Valley Project facilities constructed by the United States
and acquired by the State of California after 1994, other than the
State's share of the joint use facilities which include San Luis
Reservoir, the San Luils Canal and related facilities.

(iii) The amount required for payment of the principal
of and interest on the bonds issued pursuant to the Burns-Porter Act
as described in Water Code section 12937(b) (2).

{iv} Any amount required for transfer to the California
Water Fund in reimbursement as described in Water Code section
12937 (b) (3) for funds utilized from said fund for construction of
the State Water Resources Development System.

(v) For the years 1998 and thereafter, the amount needed
for deposits into the State Water Facilities Capital Account as
provided in subdivision (b) of this article, but (A) not more than
$6 million per year for the years 1998, 1999 and 2000, and (B} not

more than $4.5 million per year for the years 2001 and thereafter.
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(3) Subject to the provisions of subdivision (e) of this
article, the State shall reduce the annual charges in the aggregate
for all contractors by the amounts by which the hypothetical charges
calculated pursuant to subdivision (c) (1) above exceed the revenue
needs determined pursuant to subdivision (c¢) (2} above. The
reductions under this article shall be apportioned among the
contractors as provided in subdivisions {(d), (e}, (f) and (g) of
this article. Reductions to contractors shall be used to reduce the
payments due from the contractors on each January 1 and July 1;
Provided, however, -that to the extent required pursuant to
subdivision (h) of this article, each Agricultural Contractor shall
pay to the Agricultural Rate Management Trust Fund an amount equal
to the reduction allocated to such Agricultural Contractor. Any
default in payment to the trust fund shall be subject to the same
remedies as any default in payment to the State under this contract.

(4} The State may submit a supplemental billing to the
District for the year in an amount not to exceed the amount cf the
prior reductions for such year under this article if necessary to
meet unanticipated costs for purposes identified in Water Code
section 12937(b) (1) and (2) for which the State can issue billings
under other provisions of this contract. Any supplemental billing
made to the District for these purposes shall be in the same
proportion to the total supplemental billings to all contractors for
these purposes as the prior reduction in charges to the District in
that vyear bears to the total reductions in charges to all
contractors in that year and shall be treated as reducing the amount
of the reduction made available for that year to the District by the

amount of the supplemental bill to the District.

20
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(5) The State may also submit a supplemental billing to the
District for the year if necessary to meet unanticipated costs for
revenue bond debt service and coverage for which the State can issue
a statement of charges under provisions of this contract other than
this article. The relative amounts of any supplemental billing made
to the District and to other contractors for revenue bond purposes
shall be governed by such other applicable provisions of this
contract, |

(6) Payment of any supplemental billing shall be due thirty
days after the date of the invoice. Delingquency and interest on
delinquent amounts due shall be governed by Article 32.

{d) Apportionment of Reductions between Agricultural and
Urban Contractors

{1} Reductions available under this article are projected to
begin to occur in 1997. The numbers and percentages in this
subdivision reflect certain estimates of dollars and sharing of
reductions. The actual reductions may vary slightly from the
amounts described below. The State shall determine the availabkility
of ;eductions for each year in accordance with this article.

(2) Reductions shall be phased in as follows:

(i) In 1997 reductions in the amount of $14 millicn are
projected to be available and shall be applied as follows: the first
$10 million of reductions shall be apportioned among the
Agricultural Contractors, and the remaining reductions shall be
apportioned among the Urban Contractors.

(ii} In 1998 reducticns in the amount of $17 million are
projected to be available and shall be applied as follows: the first

$10 mwillion of reductions shall be apportioned among the
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Agricultural Contractors, and the remaining reductions shall be
apportioned among the Urban Contractors.

(iii) In 1999 reductions in the amount of $32 million
are projécted to be available and shall be applied as follows: the
first $10 million of reductions shall be apportioned among the
Agricultural Contractors, and the remaining reductions shall be
apportioned among the Urban Contractors.

(iv) In 2000 reductions in the amount of $33 million are
projected to be available and shall be applied as follows: the first
$10 million of reductions shall be apportioned among the
Agricultural Contractors, and the remaining reductions shall be
apportioned among the Urban Contractors.

(3) (1) In the event that the aggregate amount of reductions
in any of the years 1997 through 2000 is less than the respective
amount projected for such year in subdivision (d}{(2) above, the
shortfall shall be taken first from reductions that would have been
provided to Urban Contractors. Only after all reductions to Urban
Contractors have been eliminated in a given year shall the remaining
shortfall be taken from reductions scheduled for Agricultural
Contractors. Any projected reductions not made available due to
such shortfalls in the years 1997 through 2000 shall be deferred
with interest at the project interest rate to the earliest
subsequent years when reductions in excess of those projected for
those years are available. Such deferred reductions with interest
at the project interest rate shall be applied to the charges of the
contractors whose reductions have been deferred.

{(ii) In the event that the aggregate amount of

reductions available in any of the years 1997 through 2000 is
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greater than the sum of (A} the respective amount projected for such
year in subdivision (d)(2) above, plus (B) the amount of any
shortfall with accrued interest at the project interest rate,
remaining from any prior year to be applied, the excess shall be
applied for the purposes and in the amounts per year described in
subdivisions (e) (3) (iii), (iv), (v} and (vi) of this article, in
that order.

(4) In 2001 and in each succeeding year reductions equal to
or in excess of $40.5 million are projected to be available and
shall be applied as follows:

(i) If reductions are available in an amount that equals
or exceeds $40.5 million, $10 million of reductions shall be
apportioned among the Agricultural Contractors, and $30.5 million
of reductions shall be apportioned among.the Urban Contractors. If
reductions are available in an amount greater than $40.5 million,
the excess shall be applied as provided in subdivision (e) (3) of
this article, subject however to subdivision (e) (1).

(ii) If reductions are available in an amount less than
$40.5 million in any of these years, the reductions shall be divided
on a 24.7% - 75.3% basis between the Agricultural Contractors and
the Urban Contractors respectively. Any such reductions not made
due to shortages shall be applied without interest in the next year
in which reductions in an amount in excess of $40.5 million are
available pursuant to subdivision {(e) (3} of this article with any
remainder that is not available carried over without interest to be
applied in the earliest subsequent years when reductions in excess

of $40.5 million are available.
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(5) Annual charges to a contractor shall only be reduced
prospectively from and after the date it executes the Monterey
Amendmeﬁt to this contract. Apportionments of reductions shall be
calculated on the assumption that all contractors have executed such
amendment .

(e) Review of Financial Requirements

(1) In 2001 and every fifth year thereafter the Director of
the Department of Water Resources, in full consultation with the
contractors, will review the financial requirements of the State
Water Resources Development System and determine the following:

(i) The amount of revenues that are needed for State
Water Resources Development System purposes in addition to those
needed for the purposes specified in subdivisions (c) {2) (i), (ii),
{(iii), and {(iv) of this article;

(1i) If the aggregate amount that would have been
charged to all contractors in any year but for this article exceeds
the sum of (A) the amount of revenues needed for the purpcses
specified in subdivisions (c) (2) (i), (ii), (iii) and (iv}, plus (B)
$40.5 million, plus (C) the amount determined pursuant to
subdivision (¢} (2} (v) of this article, the amount of such excess.

(iii) The amcount of the excess determined in subdivision
{e) (1) (ii) above that should be collected by the S8State for
additional State Water Resources Development System purposes and the
amount of such excess that should be used for further annual charge
reductions.

(2} After making the determinations required above, the State,

may collect the revenues for additional State Water Resources
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Development System purposes in the amount determined pursuant to
subdivision {e) (1) (iii) above.

(3) If and to the extent that as a result of such
determinations, the aggregate amount to be charged to contractors
is to be reduced by more than $40.5 million per year, the following
priorities and limitations shall apply with respect to the
application of such additional reductions:

{i) First, reductions shall be allocated to make up
shortfalls in reductions from those projected for the years 1997
through 2000 with interest at the project interest rate pursuant to
subdivision (d) (3) (i).

(ii) Second, reductions shall be allocated to make up
shortfalls in reductions from those projected for the years
beginning with 2001 without interest pursuant to subdivision
(d} (4) (ii).

(1iii) Third, additional reductions in the amount of $2
million per year shall be apportioned among the Urban Contractors
until a total of $19.3 million in such additional reductions have
been so applied.

{(iv) Fourth, reductions up to an additional $2 million
per yvear shall be allocated to make up any shortfalls in the annual
reductiohs provided for in subdivision (e) (3) {(iii).

(v) Fifth, $2 million per year shall be charged and
collected by the State and deposited in the General Operating
Account to bring the account ultimately up to an amount determined
by the State but not in excess of $32 millicon with adjustments as

provided in subdivision (a) of this article. Any amount in the
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account in excess of this requirement shall be returned to general
project fevenues.

(vi) S8ixth, remaining amounts if any shall be used for
reductions divided on a 24.7% - 75.3% basis between the Agricultural
Contractors and the Urban Contractors respectively.

(£) Apportionment of Reductions among Urban Contractors.
Reductions in annual charges apportioned to Urban Contractors under
subdivisions (d) and (e) of this article shall be further allccated
among Urban Contractors pursuant to this subdivision. The amount
of reduction of annual charges for each Urban Contractor shall be
based on each Urban Contractor's proportionate share of total
allocated capital costs as calculated below, for both project
conservation and project transportation facilities, repaid by all
Urban Contractors over the project repayment period.

(1) The conservation capital cost component of the reduction
allocation shall be apportioned on the basis of maximum annual
entitlement. Each Urban Contractor's proportionate share shall be
the same as the percentage of that contractor's maximum annual
entitlemgnt to the total of all Urban Contractors' maximum annual
entitlements.

{(2) The transportation capital cost component of the
reduction allocation shall be apportioned on the basis of
transportatién capital cost component repayment obligations,
including interest over the project repayment period. Each Urban
Contractor's proportionate share shall be the same as the percentage
that the contractor's total transportation capital cost component
repayment obligation is of the total of all Urban Contractors'

transportation capital cost component repayment obligations.
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(i) Recalculations shall be made annually through the
year 1999. Beginning in the year 2000 recalculaticons shall be made
every five years unless an Urban Contractor requests a recalculation
for an interim year and does so by a request in writing delivered
to the Department by January 1 of the year in which the
recalculation is to take place.

(ii) The transportation capital cost component
repayment obligations, for purposes of this Article 51(f), shall be
based in the year of recalculation on the then most recent
Department of Water Resources Bulletin 132, Table B-15, "Capital
Cost Component of Transportation Charge for Each Contractor," or its
equivalent, excluding any costs or entitlement associated with
transfers of entitlement from Agricultural Contractors pursuant to
Article 53.

(3) To reflect the relative proportion of the conservation
caﬁital cost component and the transportation capital cost component
to the total of all capital cost repayment obligations, the two cost
components shall be weighted as follows:

(i) The conservation capital cost component shall be
weighted with a thirty percent (30%) factorxr. The weighting shall
be accoﬁplished by multiplying each Urban Contractor's percentage
of maximum annual entitlements as calculated in subdivision (£} (1)
of this article by thirty percent (30%).

{(ii} The transportation capital cost component shall be
weighted with a seventy percent (70%) factor. The weighting shall
be accomplished by multiplying each Urban Contractor's percentage

of transportation capital cost component repayment obligations as
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calculated in subdivision (£f) (2) of this article by seventy percent
(70%) .

(iii} A total, weighted capital cost perxcentage shall
be calculafed for each Urban Contractor by adding the weighted
conservation capital cost component percentage to their weighted
transportation capital cost component percentage.

{(4) The total amount of the annual charges to be reduced to
Urban Contractors in each year shall be allocated among them by
multiplying the total amount of annual charges to be reduced to the
Urban Contractors by the total, weighted capital cost percentages
for each such contractor. If the amount of the reduction to an
Urban Contractor 1is i1in excess of that contractor's payment
obligation to the Department for that year, such excess shall be
reallocated among the other Urban Contractors.

(5} In the case of a permanent transfer of urban entitlement,
the proportionate share of annual charge reductions associated with
that entitlement shall be transferred with the entitlement to the
buying contractor. In the case of an entitlement transfer by either
Santa Barbara County Flood Control and Water Conservation District
or San Luis Obispo County Flood Control and Water Conservation
District, the reductions in annual charges to that agency shall be
allocated {(a) on the basis of that entitlement being retained by
that agéncy which bears Coastal Branch Phase II transportation
costs, (b) on the basis of that entitiement being retained by that
agency which does not bear Coastal Branch Phase II transportation
costs, and (¢} on the basis of the balance of that agency's
entitlement which alsc does not bear Coastal Branch Phase II

transportation costs-

28




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

(g} Apportionment of Reductions Among Agricultural
Contractors

(1) Reductions in annual charges apportioned to Agricultural
Contractors under subdivisions (d) and (e) of this article shall be
allocated among the Agricultural Contractors pursuant to this
subdivision. The amount of reduction of annual charges for each
Agricultural Contractor for the years 1997 through 2001 shall be
based on each Agricultural Contractor's estimated proportionate
share of the total project costs, excluding the variable operation,
maintenance, power and replacement components of the Delta Water
Charge and the Transportation Charge and also excluding off-aqueduct
power charges, to be paid by all Agricultural Contractors for the
years 1997 through 2035, calculated without taking into account this
article. For purposes of these calculations, Kern County Water
Agency's and Dudley Ridge Water District's estimated project costs
shall not include any costs associated with the 45,000 acre-feet of
annual entitlement being relinquished by those contractors pursuant
to subdivision (i) of Article 53. Also, for purposes of these
calculations, an Agricultural Contractor's estimated project costs
shall not be reduced by the transfer of any of the 130,000 acre-feet
of annual entitlements provided for in subdivisions (a) through (i)
of Article B53. The proportionate shares for 1997 through 2001
shall be calculated as follows:

(i) Each Agricultural Contractor's statement of charges
received on July 1, 1994, shall be the initial basis for calculating
the proportidnate shares for the five years 1997 through 2001.

(ii) Each Agricultural Contractor's estimated capital

and minimum components of the Delta Water Charge and the
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Transportation Charge (excluding off-agueduct power charges} and
Water Revenue Bond Surcharge shall be totaled for the years 1997
through 2035.

{iii) Kern County Water Agency and Dudley Ridge Water
District totaled costs shall be reduced for the 45,000 acre-feet of
annual entitlement being relinquished by them.

(iv) Any reductions in an Agricultural Contractor's
totaled costs resulting from the transfer of any of the 130,000
acre-feét of annuai entitlement shall be re-added to that
contractor's costs.

{(v) Fach Agricultural Contractor's proportionate share
shall be computed by dividing that contractor's total costs by the
total costs for all Agricultural Contractors determined pursuant to
subparagraphs (ii), (iii) and (iv) above.

(2) The reductions in annual charges, for 1937 through 2001,
shall be calculated using the method described in subdivision (g) (1)
of this article.

(3) The allocation shall be recalculated using the same
method described in subdivision (g) (1) of this article every five
years beginning in 2002, if any Agricultural Contractor requests
such a recalculation. BAny recalculation shall be based on project
cost data beginning with the year that the recalculation is to
become effective through 2035.

{h) Agricultural Rate Management Trust Fund

{1) Establishment. Through a trust agreement executed
contemporanecusly with this amendment, the State and the

Agricultural Contractors that sign the Monterey Amendments shall
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establish the Agricultural Rate Management Trust Fund with a
mutually agreed independent trustee.

{(2) Separate Accounts. The trustee shall maintain within the
trust fund a separate account for each Agricultural Contractor that
signs the trust agreement to hold deposits made pursuant to this
article.

(3} Depositse. Each Agricultural Contractor that signs the
trust agreement shall deposit into such contractor's account within
the trust fund, at the same time as payments would otherwise be
required by this contract to be made to the State, an amount equal
to the amount by which such contractor's charges under this contract
have been reduced by reason of this article, until the balance in
such contractor's account within the trust fund is the same
pexrcentage of $150,000,000 as such contractor's percentage share of
reductions made available to all Agricultural Contractors as
specified in subdivision (g) of this article. 1In 2002 and every
fifth year thereafter, the Agricultural Contractors will review the
maximum accumulation in the trust fund {(the "Cap") and determine
whether ﬁhe cap should be adjusted. However, the Cap shall not be
reduced below an aggregate of $150,000,000 for all Agricultural
Contractor accounts.

(4) Trust Fund Disbursements.

(i) In any year in which the State's allocation of water
to an Agricultural Contractor by April 15th of that year is less
than one-hundred percent (100%) of the contractor's requested annual
entitlement for that year, the trustee shall, to the extent there
are funds in that contractor's account, distribute to the State from

such account for the.benefit of that contractor an amount equal to
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the percentage of the total of that contractor's statement of
charges for that year, as redetermined by the State on or about May
15th of that year, for (a) the Delta Water Charge; (b) the capital
cost-and minimum operation, maintenance, power and replacement
components of the Transportation Charge {(including off-aqueduct
power charges); and (c) the water system revenue bond surcharge,
that is equal to the percentage of that contractor's annual
entitlement for that year that was not allocated to it by the State
by April 15th of that year.

(ii) In addition to the provisions of subdivision
(h) (4) (1) of this article, if on April 15 of any year any of the
irrigable land within the Tulare Lake Basin Water Storage District
(Tulare) is flooded, and Tulare in writing requests the trustee to
do so, the trustee shall, to the extent there are funds in Tulare's
account, distribute to the State from such account for the benefit
of Tulare an amount equal to the percentage of the total of Tulare's
statement of charges for that year, as redetermined by the State on
or about May 15th of that year, for (a) the Delta Water Charge; (b)
the capital cost and minimum components of the Transportation Charge
(including off-aqueduct power charges); and (¢} the water system
revenue bond surcharge, that is equal to the percentage of the
irrigable land within Tulare that is flooded on April 15.

{iidi) Each Agricultural Contractor shall remain
obligated to make payments to the State as required by other
articles in this contract. Any amount to be disbursed pursuant to
subdivisions (h} (4) (1) and (h) (4) (ii) shall be paid by the trustee
to the State on July 1 of the year involved and shall be credited

by the State toward any amounts owed by such respective Agricultural
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Contractor to the State as of that date. However, an Agricultural
Contractor may direct the trustee to make the disbursement to that
Agricultural Contractor which shall in turn make the payment to the
State as required by other provisions of this contract. If the
amount to be digbursed exceeds the amount owed to the State by such
contractor as of July 1, the excess shall be disbursed by the
Trustee to the State at the time of and in payment of future
obligationg owed to the State by such contractor. Alternatively,
upon the request of such contractor, all or part of the excess shall
be paid by the trustee to that contractor in reimbursement of prior
payments by the contractor to the State for that year.

(5) Payment of Supplemental Bills. In any year in which a
supplemental bill has been submitted to an Agricultural Contractor
pursuant to subdivision (c¢) (4) of this article, such supplemental
bill shall be treated as reducing by an equal amount the obligation
of such contractor for that year to make payments into the
Agricultural Rate Management Trust Fund. To the extent that such
contractor has already made payments to the trust fund in an amount
in excess of such contractor's reduced trust fund payment
obligation, such contractor may request the trustee to use the
excess from the trust fund to pay the supplemental bill.

(6} Discharge of Payment Obligation. Each payment to the
State by the trust fund shall discharge and satisfy the Agricultural
Contractor's obligation to pay the amount of such payment to the
State. No reimbursement of the trust fund by the Agricultural
Contractor for such payments shall be required. However, each
Agricultﬁral Contractor shall continue to make deposits to the trust

fund matching the amount of each year's reductions as provided in
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subdivision (d) of this article so long as the amount in that
contractor's account is less than its share of the Cap.

(7) Distribution of Funds in Excess of the Cap. Whenever
accumulated funds (including interest) in an Agricultural
Contractor's account in the trust fund exceed that contractor's
share of the Cap, or the estimated remaining payments the contractor
is required to make to the State prior to the end of the project
repayment period, that contractor may direct the trustee to pay such
excess to the contractor.

(8) Termination of Trust Fund. At the end of the project
repayment period, the Agricultural Rate Management Trust Fund shall
be terminated and any balances remaining in the accounts for each
of the Agricultural Contractors shall be disbursed to the respective
Agricultural Contractors.

(1) Definitions. For the purposes of this article, the
following definitions will apply:

(1} YAgricultural Contractor® shall mean the following
agencies-as they now exist or in any reorganized form:

(i} County of Kings,

{(ii) Dudley Ridge Water District,

(iii) Empire West Side Irrigation District,

(iv) Kern County Water Agency for 993,300 acre-feet of
its entitlement,

(v) ©Oak Flat Water District,

(vi) Tulare Lake Basin Water Storage District.

(2) "Urban Contractor" shall mean every other agency having
a long term water supply contract with the State as they exist as

of the date of this amendment or in any reorganized form as well as
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Kern County Water Agency for 119,600 acre-feet of its entitlement.

(j) Except as provided in subdivisions (c) (4) and (c) (5},
this article shall not be interpreted to result in any greater State
authority to charge the contractors than exists under provisions of

this contract other than this article.

23. Article 52 is added to read:

52. KERN WATER BANK

(a) The State shall convey to the Kern County Water Agency
(KCWA) in accordance with the terms set forth in the agreement
between the State of California Department of Water Resources and
Kern County Water Agency entitled "Agreement for the Exchange of the
Kern Fan Element of the Kern Water Bank" (the Kern Water Bank
Contract), the real and personal property described therein.

(b) Subject to the approval of KCWA, other contractors may
be provided access to and use of the property conveyed to KCWA by
the Kern Water Bank Contract for water storage and recovery. Fifty
percent {50%) of any project water remaining in storage on December
31, 1995, from the 1990 Berrenda Mesa Demonstration Program and the
La Hacienda Water Purchase Program shall be transferred to KCWA
pursuant to the Kern Water Bank Contract. The remaining fifty
percent (50%) of any such water (approximately 42,828.5 acre-feet)
shall remain as project water and the State's recovery of such
project water shall be pursuant to the provisions of a separate
recovery contract. Any other Kern Water Bank demonstration program
water shall remain as project water and the State's recovery of such
water shall be pursuant to the provisions of the respective

contracts for implementation of such demonstration programs.
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24, Article 53 is added to read:

53. PERMANENT TRANSFERS AND REDUCTIONS OF ENTITLEMENT

(a) Article 41 provides that no assignment or transfer of
a contract or any part thereof, rights thereunder or interest
therern-by a contractor shall be valid unless and until it is
approved by the State and made subject to such reasonable terms and
conditions as the State may impose. In accordance with State policy
to assist water transfers, the State and the County of Kings, Dudley
Ridge Water District (DRWD), Empire West Side Irrigation District,
Kern County Water Agency (KCWA), Oak Flat Water District and Tulare
Lake Basin Water Storage District (for the purposes of this article
the "Agricultural Contractors") shall, subject to the conditions set
forth in this article, expeditiously execute any necessary documents
and apprbve all contracts between willing buyers and willing sellers
until permanent transfers totaling 130,000 acre-feet of annual
entitlements of the Agricultural Contractors and, to the extent
provided in such contracts, rights in project transportation
facilities related to such annual entitlement have been made to
other contractors (the "Urban Contractors") or noncontractors in
accordance with the provisions of this article. Such approval
requirement shall apply to all contracts executed prior to January
1, 2011. KCWA shall be responsible for approval of such transfers
for any portion of the 130,000 acre-feet not previously made
available under this article by the other Agricultural Contractors.
A contract between a willing buyer and a willing seller shall mean
a contract between (1) a buyer which is an Urban Contractor or, to
the extent provided in subdivision (e} of this article, a

noncontractor and (2) a seller which is an Agricultural Contractor
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or a public entity which obtains project water from an Agricultural
Contractor.

(b} The State shall not be obligated to approve any transfer
of annual entitlements if in its judgment the transfer would impair
the security of the State's bondholders and the State may impose
conditions on any transfer as necessary to make the delivery cof the
water operationally feasiblée and to assure that the transportation
costs associated with the transferred entitlement are fully repaid.
Transfers not approved by the State shall not be considered as parﬁ
of the 130,000 acre-feet of annual entitlements provided for in this
article.

(c) KCWA member units shall have 90 days to exercise a right
of first refusal to purchase any annual entitlements being offered
for sale to Urban Contractors by another KCﬁA member unit pursuant
to this article, other than those annual entitlements made available
to Urban Contractors by subdivision (d) of this article, by agreeing
to pay the same price offered by the buyer. Any such sales to KCWA
member units exercising such right of first refusal shall not be
considered a part of the 130,000 acre-feet of annual entitlements
provided for in this article.

(d) Any permanent transfers of annual entitlements by
Agricultural Contraétors to noncontractors, including transfers to
KCWA urban member units or to KCWA's Improvement District Number 4,
other than transfers pursuant to subdivision (c¢) of this article,
will be- considered a part of the 130,000 acre-feet of annual
entitlements provided for in this article if the Urban Contractors

have been given a right of first refusal to purchase such annual
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entitlements as well as transportation rights in accordance with the

following terms and procedure:

(1) The Agricultural Contractor shall provide the State a

copy of a bona fide contract or Proposed Contract (the "Proposed

Contract") and the State shall, within five working days of receipt,
provide copies of such Proposed Contract to all Urban Contractors
together with a Notice of Proposed Contract stating the date on or
before which a Notice of Intent to Exercise a Right of First Refusal
(NOI) must be delivered to both the State and the seller, which date
shall be 90 days from the date the State méils the Notice of
Proposed Contract.

(2) The Proposed Contract shall provide for the transfer of
rights in project transportation facilities sufficient to deliver
to the seller's service area in any one month eleven percent (11%)
of the annual entitlement being transferred or such greater amount
as the éeller determines to sell; Provided, however, that sellers

shall not be obligated to sell any transportation rights in the

Coastal Agqueduct.

(3) To exercise the right of first refusal, an Urban
Contractor shall deliver to the State and the seller its NOI within
the time period stated in the Notice of Proposed Contract and shall
proceed in good faith to try to complete the transfer to the Urban
Contractor. If two or more Urban Contractors deliver NOI's to the
State, phe amount of annual entitlement and transportation rights
being sold shall be allocated among those Urban Contractors that are
prepared to perform the purchase by the Performance Date provided
for herein in proportion to their maximum annual entitlements, or

in another manner acceptable to the Urban Contractors delivering the
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NOIs. An offer by an Urban Contractor in its NOI to purchase less
than the entire annual entitlement and transportation right being
transferred shall not be deemed to be an effective exercise of the
right of first refusal unless other Urban Contractors submit NOIs
to purchase the remainder of the annual entitlement and
transportation right or the noncontractor buyer agrees to purchase
the remainder at the same unit price and on the same terms and
conditions provided for in the Proposed Contract. The Performance
Date shall be the date upon which the Urban Contractor is prepared
to perform the purchase, which date shall be the later of: (1) 180
days after the delivery of the NOI or (2) the date set forth in the
Proposed Contract for the noncontractor buyer to perform the

purchase.

The Performance Date shall be extended at the request of the

Urban Contractor if a temporary restraining order or preliminary

injunction is in effect as a result of a lawsuit challenging the
execution of the contract on the basis of noncompliance with the
California Environmental Quality Act. Such extensions shall
continue until five days after the temporary restraining order or
injunction expires or until the Urban Contractor requests it be
discontinued, whichever occurs first. The Urban Contractor shall
be liable for any damages suffered by the seller as a result of such
extensions of the Performance Date.

(4) If the seller and the noncontractor buyer under the
Proposed Contract make any substantive changes in the Proposed
Contract, such changes shall constitute a new Proposed Contract that
cannot be performed without compliance with all of the procedures

get forth in this article.
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(5) If an Urban Contractor issuing a NOI fails to complete
its exercise of the Right of First Refusal by the Performance Date,
the seller shall be free to sell its entitlement in substantial
conformance with the terms and conditions set forth in the Proposed
Contract-. An Urban Contractor issuing a NOI may assign its rights
to exercise a right of first refusal to another Urban Contractor and
the assignee shall have the same rights as the assignor to complete

the purchase by the Performance Date.

(6) In exercising the Right of First Refusal, an Urban

Contractor, at its option, may either agree to perform the Proposed

Contract in its entirety, including all of its terms and conditions,

or agree to pay the price offered under the Propoged Contract for
the annual entitlement and transportation rights without condition
and withéut being entitled to enforce or being subject to any other
provisions of the Proposed Contract.

(e) As used in this article, "price" shall mean the dollar
amount of consideration provided for in the Proposed Contract.

(f) Upon the effective date of any such transfer, the seller
shall be relieved of and the buyer shall become liable to the State
for all prospective Delta Water Charges, the related Transportation
Charges and any other charges for the annual entitlements and
associated transportation rights transferred unless the seller and
buyer provide otherwise in the contract for the transfer and the
State approves such other provisions. However, the contractor
making the sale shall remain obligated to the State to make the
payments if the buyer defaults on its payments to the State related
to the water transferred and is not a party to a long term water

supply contract of the type contained in Department of Water

40




10

11

12

13

14

15

16

17

18

19

20,

21
22
23
24
25
26
27

28

Resources Bulletin Number 141. If the contractor making the sale

is required to make any payments to the State as a result of the
buyer's default, the entitlement transferred to the defaulting buyer
shall, if provided for in the Proposed Contract, revert back to the
contractor making the sale. The buyer may also be liable for any
charges imposed pursuant to subdivision (g) of this article.

(g) A contractor which is a buyer of annual entitlement
pursuant to this article may receive deliveries uging any pcrtion
of the capacity previously provided by the State in each reach of
the project transportation facilities for such contractor that is
necessary for transporting the entitlement purchased by it on the
same basis as any other entitlement provided for in its Table A in
effect prior to the date of the Monterey Amendment. Such contractor
may also use any transportation rights transferred to it by a seller
in the same manner as the seller was entitled to use them and any
unused qapacity in any of the reaches specified in this paragraph
so long as project operations and/or priority of service of water
to other contractors participating in repayment of capital costs in
such reaches is not adversely affected. The State shall not be
responsible for any resulting adverse impacts upon its ability to
provide ‘such contractor peaking capacity. The capital cost and
minimum, operation, maintenance, power and replacement components
of the Transportation Charge allocated to a buying contractor
needing transportation capacity in excess of the capacity factors
on which its charges are based in any reach shall be determined
prospectively based upon the increase in the buying contractor's
annual entitlement resulting from the purchase, and service of‘water

to fulfill annual entitlement to other contractors shall not be
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impaired. The capital cost and minimum operation, maintenance,
power and replacement components of the Transportation Charges shall
then 'ber reallocated among the other entities participating in
repayment of costs of that reach. For the purposes of this
determination, all payments received by the State from the seller
relating to the annual entitlement sold shall be deemed to have been
received from the buying contractor. Any increased Transportation
minimum operation, maintenance, power and replacement component
charges allocated to the buying contractor pursuant to this
subdivision (g) shall begin January 1 of the year following the
effective date of the transfer.

(h5 Individual contractors may transfer entitlements among
themselves in amounts in addition to those otherwise provided for
in this article. The State shall expeditiously execute any
necessary docpments and approve all contracts involving permanent

sales of entitlements among contractors, including permanent sales

among Urban Contractors. Such 'sales shall be subject to the
provisions of subdivisions (b), (f) and (g) of this article;
Provided, however, that for a buying contractor needing

transpor;ation capacity in excess of the capacity factors on which
its charges are based in any reach, reallocation of the
Transportation capital cost component charges for transfers other
than (i) the 130,000 acre-feet provided for in this article and (ii)
the approximate 33,000 acre-feet of transfers proposed from
contractors located in Santa Barbara or San Luils Obispo counties,
shall be determined both prospectively and retroactively.

(i) On January 1 following the year in which such Monterey

Amendments take effect and continuing every year thereafter until
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the end of the project repayment period: (i) Kern County Water

Agency's (KCWA) annual entitlement for agricultural use as currently

designated in Table A-1 of its contract shall be decreased by 40,670

acre-feet; (ii) Dudley Ridge Water District's (DRWD) annual
entitlement as currently designated in Table A of its contract shall
be decreased by 4,330 acre-feet; and (iii) the State's prospective
charges (including any'adjustments for past costs) for the 45,000
acre-feet of annual entitlements to be relinquished by KCWA and DRWD
thereafter shall be deemed to be costs of project conservation
facilities and included in the Delta Water Charge for all
contractors in accordance with the provisions of Article 22. If by
November 20, 1995 and each October 1 thereafter until the Monterey
Amendments of both KCWA and DRWD take effect, KCWA and DRWD at their
option notify the State in writing that they will relinquish up to
their shares of 45,000 acre-feet of annual entitlements for the
following calendar year beginning before the Monterey Amendments
take effect, the State, when and if the Monterey Amendments take
effect, shall adjust the charges retroactively for the acre-feet
relinquiéhed by KCWA and DRWD to January 1 of each year for which
water was relinquished. The delivery points for the 45,000
acre-feet of annual entitlement to be relinquished shall be
identified for the State by KCWA and DRWD to enable the State to
calculate the transportation costs for the 45,000 acre-feet to be

included in the Delta Water Charge.
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25. Article 54 is added to read:

54, Usage of Lakes Castaic and Perris

(a) The State shall permit the contractors participating in
repayment of the capital costs of Castaic Lake (Reach 30) and Lake
Perris (Reach 28J) to withdraw water from their respective service
connections in amounts in excess of deliveries approved pursuant to
other provisions of the state water contracts. Each such contractor
shall be permitted to withdraw up to a Maximum Allocation from the
reach in which it is participating. The contractors participating
in repayment of Castaic Lake may withdraw a collective Maximum
Allocation up to 160,000 acre-feet pursuant to this article, which
shall be apportioned among them pursuant to the respective
proportionate use factors from the Department of Water Resources'
Bulletin 132-94, Table B-1 upon which capital cost repayment

obligations are based, as follows:

Castaic Lake

Metropolitan

Watexr District

of Southern

California

Ventura County 0.00860328
Flood Control

and Water

Congervation

District

Castaic Lake 0.02927284
Water Agency

1.00000000 _ 160,

44




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

The Metropolitan Water District of Southern California, as
the only contractor participating in repayment of Lake Perris,
shall be allocated a Maximum Allocation at Lake Perris of 65,000
acre-feet based upon a proportionate use factor of 1.0000000¢C.

The Maximum Allocation totals of 160,000 acre-feet and
65,000 acre-feet shall not be subject to adjustment. The
individual contractor's Maximum Allocations shall be adjusted
only as agreed to among the contfactors desiring to adjust their
Maximum Allocations. Adjustments between the contractors shall
be subject to approval of the State which approval shall be given
unless there are adverse impacts upon another contractor
participating in the reach which are unacceptable to such
contractor. The participating contractors will, in consultation
with the State, cooperate with each other in an effort to promote
efficient utilization of Castaic Lake, and to minimize any
adverse impacts to each other, through coordination of deliveries
pursuant to other provisions of the State Water Contract as well
as withdrawals of allocations pursuant to this article.

(b) The State shall operate Castaic and Perris Reservoirs
as transportation facilities in a manner consistent with this
article. A contractor desiring to withdraw a portion or all of
its Maximum Allocation shall furnish the State with a proposed
delivery schedule. The proposed schedule may be submitted as
part of ;he preliminary water delivery schedule submitted
pursuant to Article 12(a) (1). Upon receipt of a schedule the
State shall promptly review it to ensure that the amounts, times
and rates of delivery will be consistent with the State’s ability

to operate the reach. The contractor may modify its proposed
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delivery schedule at any time, and the modified schedule shall be
subiject to review in the same manner. If necessary, the State
may modify the schedule after consultation with the contractor
and other contractors participating in repayment of that reach
but may not change the total quantity of water to be withdrawn.
As part of the consultation, the State shall advise a contractor
if it determines a withdrawal will adversely impact the rate of
delivery provided for the contractor in this contract. The State
shall not be responsible for any such impacts.

(c) A contractor may withdraw all or a portion of its
Maximum Allocation. It shall restore any withdrawn portion of
such allocation by furnishing an equivalent amount of replacement
water to the resefvoir from which the water was withdrawn within
five years from the year in which the withdrawal takes place. The
unused portion of the allocation, in addition to any replacement
water furnished to the reservoir, shall remain available for
subsequent withdrawal. The State shall keep an accounting of the
contractor’'s storage withdrawals and replacements. In any Yyear,
the State shall permit a contractor to withdraw an amount
equivaleﬁt to the contractor’'s Maximum Allocation minus remaining
replacement water requirements due to previous withdrawals. If
the contractor fails to schedule and replace the withdrawn water
within the five-year return period, the State shall provide the
replacement water from water scheduled for delivery to the

contractor in the sixth year or as soon as possible thereafter.

‘The total amount of scheduled annual entitlement which a

contractor can use in any cne year for restoring its Maximum

Allocation and storing water in surface storage facilities
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outside of its service area pursuant to Article 56 shall be the
sum of the maximum amount the contractor can add to storage that
year pursuant to Article 56 and the amount of acre-feet shown in
column 2 of the following table, depending on the State's final

water supply allocation percentage as shown in column 1.

1. 2.

Final Water Supply Maximum Acre-Feet of Scheduled
Allocation Entitlement for Restoring
Percentage Maximum Allocation*

50% or less 100,000
51% 98,000
52% 96,000
53% 94,000
54% 92,000
55% 90,000
56% 88,000
57% 86,000
58% 84,000
59% 82,000
60% 80,000
61% 78,000
62% 76,000
63% 74,000
i 64% 72,000
f 65% : 70,000 1
| ' 66% 68,000 i
( 67% 66,000 |
68% 64,000 |
u__ 69% 62,000 f
70% 60,000 |
g 71% 58,000
i 72% 56,000
i 73% 54,000
| - 74% 52,000
75 to 99%%
“ 100%

* Excludes the maximum amount that can be added to storage
in a year pursuant to Article 56, which may be used in

addition to the amounts in this table to restore Maximum

Allocation.
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A contractor may use any of this total amount for
replacement water but cannot use any more than that provided for
in Article 56 to add to storage in project surface conservation
facilities and in nonproject surface storage facilities. There
shall be no limit under this article on the amount of scheduled
annual entitlement a contractor can use to restore its Maximum
Aliocation in a year when its percentage of annual water supply
allocation is one-hundred percent (100%), nor shall there be any
limit under this article on the amount of interruptible water,
nonproject water or water obtained through an exchange which a
contractor can use to restore its Maximum Allocation.

{d) For any replacement water furnished to reservoir
storage pursuant to this article, the responsible contractor
shall pay the State charges for the conservation, if any, and
transportatidn of such replacement water as are associated with
the type of replacement water that is furnished, as if such water
were delivered to the turnout at the reservoir to which the
replacement water is furnished. Adjustments from estimated to
actual costs shall be subject to provisions applicable to the
type of replacement water. The State shall not charge
contractors for water withdrawn pursuant to this article.

(e) The State shall operate capacity in Castaic and Perris
Reservoirs, not required for purposes of Maximum Allocation
deliveries, in compliance with the requirement of Article 17(b)
of The Mgtropolitan Water District of Southern California's water
supply contract with the State to maintain an amount of water
reasonably sufficient to meet emergency requirements of the

contractors participating in repayment of that reach. A

48




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

28

contractor receiving water pursuant to this article accepts that
the State shall not be liable for any damage, direct or indirect,
arising from shortages in the amount of water to be made
available from that reservoir to meet the contractor's actual
emergency requirements as a result of prior storage withdrawals
by that contractor pursuant to this article. Nothing in this
article shall permit or require the State -to adjust allocations
or deliveries under Article 18.

{£) To the extent a contractor, during a calendar year,
uses all or a portion of its Maximum Allocation, the State may,
to the extent necessary to service project purposes, reduce that
contractor's requested peaking service. Such reduction in
peaking service shall only occur to the extent such usage of
Maximum Allocation causes the State to be unable to provide all
peaking éervice requested. This paragraph shall not apply to the
extent the contractor requested usage of Maximum Allocation as
part of the preliminary water delivery schedule submitted
pursuant to Article 12(a) (1).

(g)- The State may reduce water stored in Castaic Lake and
Lake Perris to the extent necessary for maintenance and to
respond to emergencies resﬁlting from failure of project
transportation faciliﬁies or of other supply importation
facilities serving the State project service area. The State
shall prémptly replace water within the Maximum Allocation as

soon as the need for the reduction terminates.
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26. Article 55 is added to read:

55. Transportation of Nonproject Water

{(a) Subject to the delivery priorities in Article 12(f},
contractors shall have the right to receive services from any of
the project transportation facilities to transport water procured
by them from nonproject sources for delivery to their service
areas and to interim storage outside their service areas for
later transport and delivery to their service areas: Provided,
that except to the extent such limitation in Section 12931 of the
Water Code be changed, a contractor shall not use the project
transportation facilities under this option to transport water
the right to which was secured by the contractor through eminent
domain unless such use be approved by the Legislature by
concurrent resolution with the majority of the members elected to
each house voting in favor thereof.

(b)-For any nonproject water delivered pursuant to this
article, contractors shall pay the State the same {including
adjustments) for power resources (including on-aqueduct,
off-aqueduct, and any other power) incurred in the conservation
and transportation of such water as if such nonproject water were
entitlement water, as well as all incremental operation,
maintenance, and replacement costs, and any other incremental
costs, which may include an administrative or contract
preparation charge, all as determined by the State. Incremental
costs shéll mean those nonpower costs which would not be incurred
if nonproject water were not scheduled for or delivered to
contractors. Only those contractors not participating in the

repayment of a reach shall be required to pay a use of facilities
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charge for the delivery of nonproject water from or through that
reach. Costs for transporting water placed into interim storage
shall be paid in the same manner provided for in subdivision

{c) (6) of Article 56.

{(¢) The amounts, times and rates of delivery of nonproject
water shall be provided for pursuant to a water delivery schedule
to be issued in the same manner as provided for in Article 1lz.
The costs specified in this article shall be paid for at the same

time the corresponding project water costs are paid.

27. Article 56 is added to read:

56. Use, Storage and Sale of Project Water QOutside of
Service Area and Storage of Water in Project Surface
Conservation Facilities

(a) State Consent to Use of Project Water Outside of
- Service Area '

Notwithstanding the provisions of Article 15(a), the State
hereby consents to the District storing project water outside its
service area for later use within its service area in accordance
with the provisions of subdivision (¢) of this article and to the
District selling project.water for use outside its service area
in accordance with the provisions of subdivision (d) of this
article.

(b). Groundwater Storage Programs

The District shall cooperate with other contractors in the
development and establishment of groundwater storage programs.

(¢) 8Storage of Project Water Outside of Service Area

(1) A contractor may elect to store project water outside

its gervice area for later use within its service area, up to the
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limits and in accordance with the provisions provided for in this
subdivision (¢) and any applicable water right laws, by setting
forth on the preliminary water delivery schedule submitted to the
State on or before October 1 of each year pursuant to Article
12(a) the gquantity of project water it wishes to store in the
next succeeding year. There shall be no limit on the amount of
project water a contractor can store outside its service area
during any year in a then existing and operational groundwater
storage program. The amount of project water a contractor can
add to storage in project surface conservation facilities and in
nonproject surface storage facilities located outside the
contractor's service area each year shall be limited to the
lesser of the percent of the contractor’'s Table A annual
entitlement shown in column 2 or the acre-feet shown in column 3
of the following table, depending on the State's final water
supply allocation percentage as shown in column 1. However,
there shall be no limit to storage in nonproject facilities in a
year in which the State's final water supply allocation
percentage is bne hundred percent. These limits shall not apply

to water stored pursuant to Article 12(e).

52




10

11

i2

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

—

Final—Waéér Supply Maximum gércent of Maximum Abre-Feet
Allocation District's Annual That Can be Stored
Percentage Entitlement That
50% or less 25% 100,000

51% | 26% 104,000
52% 27% 108,000
53% 28% 112,000
54% 29% 116,000
55% 30% 120,000
56% 31% 124,000
57% 32% 128,000
58% 33% 132,000
59% 34% 136,000
60% 35% 140,000
61% 36% 144,000
62% 37% 148,000
63% 38% 152,000
64% 39% 156,000
65% 40% 160,000
“ 66% 41% 164,000
67% 42% 168,000
68% 43% 172,000
69% 44% 176,000

- 70% 45% 180,000
T1% 46% 184,000
H 72% 47% 188,000
73% 48% 152,000
74% 49% 196,000

200,000

75% or more
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AMENDMENT NO. 16
WATER SUPPLY CONTRACT

STATE OF CALIFORNIA
THE RESOURCES AGENCY
DEPARTMENT OF WATER RESOURCES

AMENDMENT NUMBER 16
TO THE WATER SUPPLY CONTRACT BETWEEN
THE STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES AND
SAN BERNARDINO VALLEY MUNICIPAL WATER DISTRICT

THIS AMENDMENT to the Water Supply Contract, made thisiz_ day of
. 1997, pursuant to the provisions of the California Water Resources
Development Bond Act, the State Central Valley Project Act, and other applicable laws of the
Sfate of California, between the State of California, acting by and through its Department of
Water Resources, herein referred to as the "State,” and San Bemardino Valley Municipal Water
District, herein referred to as the "District;*

WHEREAS, the State and the District have entered into and subsequently
amended the Water Supply Contract, herein referred to as the *Contract,” providing that the
State will supply certain quantities of water to the District, and providing that the District shall
make certain payments to the State, and setting forth the terms and conditions of such supply
and such payments;

WHEREAS, the State, the District, and the San Gorgonio Pass Water Agency,
herein referred to as the "Agency," desire to extend the State Water Project facility,

Edmund G. Brown California Aqueduct, East Branch from Devil Canyon Powerplant through the
District's service area to the Agency’s service area near Little San Gorgonio Creek and South

Noble Creek Spreading Grounds, herein referred to as the "East Branch Extension:”
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